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RESULTS OF SCHEME MEETING

1 Results of scheme meeting
Shareholders are referred to the announcements dated 20 November 2008 and 26 November 2008 in which shareholders were
advised that Aflease Gold Limited (“Aflease”), which is listed on the JSE Limited, and BMA Gold Limited {"BMA"), which is listed on
the Australian Securities Exchange, have entered into an agreement regarding a conditional transaction which provides for the dual
primary inward listing of BMA on the fSE and the subsequent acquisition by BMA of all the issued ordinary shares of Aflease, to be
implemented in South Africa through a scheme of arrangement (“the scherme”} in terms of section 311 of the Companies Act, 1973,
between Aflease and its ordinary shareholders.

Aftease is pleased to announce that at the scheme meeting held on Wednesday, 21 January 2009, the scheme members present
and voting, either in person or by proxy, unanimously approved the scheme.

2 Conditions for the scheme
The implementation of the scherne is subject to the fulfilment or waiver (where permitted) of a number of conditions which were
specified in the announcement dated 20 November 2008. The material conditions stitl to be met are:
- that there will be in existence legally binding arrangements to ensure that all of the Aflease convertible bonds have been or

will be cancelled or transferred to BMA in consideration for the issue of the BMA convertible bonds; and

- that Competition Commission approval (if required), shall have been obtained in both South Africa and Australia.
Aflease anticipates that a meeting of Aftease bond holders will take place during mid-February 2009 to seek the necessary waiver
in respect of the first mentioned material condition.

3 Salient dates
An updated timetable for the scheme, resulting from the delay in the fulfilment of the conditions, is set out below:

2009
Finalisation date announcement once all conditions have been fulfilled and/or waived to be
released on SENS Friday, 20 Febniary
Finalisation date announcement once all conditions have been fulfilled and/or waived to be
published in the press Monday, 23 February
Last day to trade ordinary shares on the JSE in order to be recorded in the register on the
consideration record date Friday, 27 February
Suspension of Aflease’s listing on the JSE from the commencement of trading on the JSE Monday, 2 March
BMA ordinary shares will be listed and trading will commence on the )SE at the commencement
of trading on the JSE under }SE code “GDO" Monday, 2 March
Consideration record date, being the date on which Aflease ordinary shareholders must be
recorded in the register in order to be eligible to receive the scheme consideration Friday, 6 March
Operative date of the scheme, from the commencement of trading on the JSE Monday, 9 March
Termination of Aflease’s listing on the JSE, from the commencement of trading Monday, 8 March
Notes:

1 The abovernentioned times are South African times and are subject to change. Any change to the above dates and times will
be agreed upon by BMA and Aflease and advised to Aflease ordinary shareholders by release on SENS and publication in the
press.

2 If you wish to rematerialise or dematerialise your ordinary shares, ptease contact your CSDF or broker. However, no
rematerialisation or demateriatisation will take place after Friday, 27 February 2009. Only dematerialised ordinary shares may
be traded on the JSE.

4  Chairperson's repon
A copy of the chairperson’s report on the scheme meeting will be available for inspection at Aflease’s registered office during normal
business hours situated at First Floor, 45 Empire Road, Parktown, 2193 from Thursday, 22 January 2009 until the date an which the
application is made to the Court to sanction the scheme, anticipated to be on 3 February 2009.

Parktown, Johannesburg
21 January 2009

Corporate advisor and sponsor in South Africa
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Aflease Gold Limited

{(Incorporated in the Republic of South Africa)
(Registration number 1984/006179/06)

JSE Share code: AFO

ISIN: ZAEQ00075867

International Prime QX (OTCQX): AFS5GY
(*Aflease”)

DISPOSAL OF RANDGOLD SHARES BY AFLEASE

Further to the acquisition issue anncuncement dated 26
November 2008 whereby Aflease undertook to acquire, in a
number of separate tranches, not less than 3 million and
not more than 7.5 million Randgold & Exploration Company
Limited (“Randgold”) shares in a 10 for 1 share swap with
Trinity Asset Management Proprietary Limited (“Trinity”),
Aflease and Trinity have concluded the first tranche of 3
million Randgold shares in exchange for 30 million Aflease
shares. Subsequent to the conclusion of the first tranche,
Aflease has successfully disposed of the 3 million Randgold
shares at an average price of R12.72 per Randgold share,
which is equivalent to R1.27 per Aflease share, to Investec
Limited. The effect of the first tranche of the
transaction is the raising of R38 million of additional
capital for Aflease at an average Aflease share price of
R1.27.

Parktown, Johannesburg
13 January 2009

Corporate adviser and sponsor
MACQUARIE FIRST SOUTH ADVISERS (PTY} LIMITED
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(ACN: 094 265 746) R
Share code on the JSE: GDO
("Gold One International” or "BMA” or “the Company™)

PRE-LISTING STATEMENT

Prepared and issued in terms of the Listings Requirements of the JSE Limited {“JSE")

This pre-listing statement is issued in the name of Gold One International Limited (“Gold One International”),
which at the date hereof still has the name BMA Gold Limited. On implementation of the scheme of arrangement
described in this pre-listing statement, BMA Gold Limited will be renamed Gold One International Limited.
All references herein to Geld One International and BMA should be read in this context.

This pre-listing statement is neither an invitation to the public 1o subscribe for, nor an offer to purchase BMA shares, but
is issued in terms of the JSE Listings Requirements for the purpose of providing information to the public in regard to
the dual primary listing of the BMA shares on the JSE.

The BMA shares are presently listed only on the Australian Securities Exchange ("ASX"). The ordinary shares of Aflease
Gold Limited (“Aflease”) are presently listed on the JSE. BMA wishes to effect an acquisition of all the ordinary shares
of Aflease by way of a scheme of arrangement between Aflease and the Aflease ordinary shareholders. The listing of
the BMA shares on the JSE is a pre-requisite for the implementation of such scheme. Should the scheme become
unconditional, BMA will on the operative date of the scheme, which is expected to be Monday, 23 February 2009,
acquire the entire issued ordinary share capital of Aftease and BMA's shares will be listed on the JSE.

The JSE has granted, subject to the scheme becoming operative and all the conditions set out in paragraph 45
of this pre-listing statement being met, a dual primary listing of all of the issued BMA shares on the “Mining: Gold
Mining” section of the JSE List under the abbreviated name GOLDONE and trading code GDO, with effect from
the commencement of trading on the JSE on Monday, 16 February 2009 by way of an introduction. Accordingly,
if the scheme becomes operative and all the conditions set out in paragraph 45 of this pre-listing statement have
been met, BMA will have its primary listing on the ASX and a dual primary listing on the JSE. Unless the context
indicates otherwise, the information in this pre-listing statement has been prepared for BMA on the assumption
that the scheme has become unconditional and all the conditions set out in paragraph 45 of this pre-listing
statement have been met.

At the last practicable date prior to the finalisation of this pre-listing statement, namely Thursday, 4 December 2008, and
assuming the anticipated 20:1 consolidation of its ordinary shares will be implemented, the issued share capital of BMA
comprised 24,150,706 ordinary shares. After implementation of the scheme, based on the number of BMA ordinary
shares and Aftease ordinary shares in issue as at the last practicable date, 580,301,995 BMA shares will be issued.
There are no treasury shares held by any member of the BMA group, save for the 126 434 treasury shares in Aflease.

BMA shares will only be traded on the JSE as dematerialised shares. Accordingly, any person who purchases
BMA shares and who elects to receive BMA shares in certificated form will be required to dematerialise such certificated
shares in order to be able to trade such shares on the JSE.

The directors of BMA at the last practicable date, whose names are disclosed in paragraph 15 of the detailed pre-listing
information, accept, collectively and individually, full responsibility for the accuracy of the information with respect to
BMA given in this pre-listing statement and certify that, to the best of their knowledge and belief, no facts have been
omitted from this pre-listing statement which would make any statement with respect to BMA false or misleading, and
that they have made all reasonable enquiries to ascertain such facts and confirm that this pre-listing staterment contains
all information required by law and the JSE Listings Requirements. :

The directors of Aflease at the last practicable date, whose names are disclosed in paragraph 15 of the detailed
pre-listing statement, accept, collectively and individually, full responsibility for the accuracy of the information with
respect to Aflease given in this pre-listing statement and certify that, to the best of their knowledge and belief, no facts
have been omitted from this pre-listing statement which would make any statement with respect to Aflease false or
misleading, and that they have made all reasonable enquiries to ascertain such facts and that this pre-listing statement
contains all information required by law and the JSE Listings Requirements.

This pre-listing statement has been prepared on the assumption that BMA shareholders will approve the necessary
resolutions relating to the listing of BMA on the JSE and the acquisition of all the shares of Aflease.

An abridged version of this pre-listing statement will be released on SENS and published in the press on Friday,
6 February 2009.

Date-of issue: 19 December 2008
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NOTICE TO SHAREHOLDERS

Forward-looking statements

The release, publication or distribution of this document in certain jurisdictions may be restricted by law and
therefore persons in any such jurisdictions into which this document is released, published or distributed
should inform themselves about, and observe such restrictions. Any failure to comply with the applicable
restrictions may constitute a violation of the securities laws of any such jurisdiction. This document does not
constitute an offer to sell or issue, or a solicitation of an offer to purchase or subscribe for, any shares or other
securities, or a solicitation of any vote or approval in any jurisdiction in which such offer or solicitation would
be unlawful.

This document contains forward-looking statements. All statements, other than statements of historical fact,
that address activities, events or developments that BMA or Aflease believe, expect or anticipate will or may
occur in the future {including, without limitation, statements regarding mineral resources, future gold
production, future revenue, exploration results, potential mineralisation and future plans and objectives) are
forward-looking statements. These forward-looking statements reflect the current expectations or beliefs of
BMA or Aflease (as the case may be) based on information currently available to them. Forward-looking
statements are subject to a number of risks and uncertainties that may cause the actual results of the BMA
group to differ materially from those discussed in the forward-looking statements, and even if such actual
results are realised or substantially realised, there can be no assurance that they will have the expected
consequences to, or effects on the BMA group. Factors that could cause actual results or events to differ
materially from current expectations include, among other things, failure to complete the scheme as a result
of one or more of the closing conditions not being fulfilled, the possibility that future exploration results will
not be consistent with the expectations of BMA or Aflease (as the case may be), changes in equity markets,
changes in gold markets, foreign currency fluctuations, political developments in Australia, South Alrica,
Namibia or Mozambique, changes to regulations affecting BMA's or Aflease’s activities, uncertainties relating
to the availability and costs of financing needed in the future, delays in obtaining or failure to obtain required
project approvals, the uncertainties involved in interpreting exploration results and other geological data and
the other risks involved in the gold exploration and development industry. Any forward-looking staterment
speaks only as of the date on which it is made and, except as may be required by applicable securities laws,
BMA disclaims any intent or obligation to update any forward-looking statement, whether as a result of new
information, future events or results or otherwise. Although BMA and Aflease believe that the assumptions
inherent in the forward-looking statements are reasonable, forward-looking statements are not guarantees of
future performance and accordingly undue reliance should not be put on such statements due to the
inherent uncertainty therein.

Notice to United States shareholders

The securities to be issued pursuant to the scheme have not been and will not be registered under the
US Securities Act or the securities laws of any state of the United States, and may only be transferred in
transactions exempt from registration under the US Securities Act or pursuant to an effective registration
statement.
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SALIENT FEATURES

The definitions and interpretations commencing on page 13 of this pre-listing statement apply throughout
this document, inctuding these salient features.

The information set out in this section of the pre-listing statement is an overview only and is not intended to
be comprehensive. It should be read in conjunction with the infarmation contained in the other sections of
this pre-listing statement.

1.

INTRODUCTION

The BMA shares are presently listed on the ASX, while the ordinary shares of Aflease are presently listed
on the JSE. BMA wishes to effect an acquisition of all Atlease ordinary shares by way of a scheme of
arrangement between Aflease and the Aflease ordinary shareholders. The acquisition will be achieved
through the issue of BMA ordinary shares to all Aflease ordinary shareholders in consideration for their
Aflease ordinary shares post the anticipated BMA consolidation such that the previcus Aflease
shareholders thereafter will hold the majority of the BMA shares. The listing of the BMA shares on the
JSE is a pre-requisite for the implementation of the scheme. Should the scheme become unconditional,
BMA will on the operative date of the scheme, which is expected to be Monday, 23 February 2009,
acquire the entire issued ordinary share capital of Aflease and BMA's shares will be listed on the JSE.

The JSE has granted, subject to the scheme becoming operative and all the conditions set out in paragraph
45 of this pre-listing statement being met, a dual primary listing of all the issued BMA shares on the “Mining:
Gold Mining" sector of the JSE List under the abbreviated name GOLDONE and trading code GDO, with
effect from Monday, 16 February 2009. Accordingly, if the scheme becomes operative and all the conditions
set out in paragraph 45 of this pre-listing statement are met, BMA will have a primary listing on the ASX and
a dual primary listing on the JSE. In addition, BMA's name will change to Gald One International Limited.
Unless the context indicates otherwise, the information in this pre-listing statement has been prepared for
BMA on the assumption that the scheme has become unconditional.

BMA GROUP STRUCTURE

The structure of the BMA group upon implementation of the scheme is set out below. A full list of the
BMA subsidiaries after implementation of the scheme is set out in Annexure 10 to this pre-listing
statement.

100%— BMA Gold Limited 100%
Twin Hills Cperations 00% Australian Silicon
(Pty) Limited 1 Operaticns (Pty) Limited
100% Aflease Gold Ltd 100%
I 100%
Entendeka Prospecting 97% 25% | New Kleinfoniein Mlnlng Aflease Gold
ini Company Ltd Share Incentive Scheme
and Mining Company
(Pty) Ltd (Namibia)
100%

Noble Trade

New Kleinfontein
Goldmine {Pty) Ltd

100% | 100%
New Kleinfontein Gold New Kleinfontein
Claims {Pty) Lid Rehabilitation Trust
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3.1

3.2

Nature of business

BMA is an Australian based gold exploration and development company which is presently listed
on the ASX, focused on the Twin Hills Gold project in Central Eastern Queensland. Exploration is
focused on increasing the resources to a level sufficient o support a mining operation. BMA also
maintains an active project generation programme that is aimed at leveraging the experience and
the global networks of its directors.

Aflease is a South African-based gold exploration and development company which i listed on the
JSE. It is a junior mining company currently involved in exploration in South Africa, Namibia and
Mozambique facusing on the development of high margin, low techinical risk, shallow underground
gold mines.

Upon implementation of the scheme, BMA will have acquired all of the issued shares of Aflease
and Aflease will be delisted from the JSE.

Projects
3.2.1 Australian
3.2.1.1 Twin Hills

The current project focus of BMA is the Twin Hills Gold Project. Twin Hills is located
in the Drummond Basin, a large intracratonic basin that developed in ceniral
Queensland between the Late Devonian and the early Carboniferous.
Sedimentation in the Drummond Basin has been sub-divided into three tectono-
stratigraphic cycles separated by minor orogenic events (disconformities and
unconformities) Cycle 1 contains coarse intermediate to felsic volcanic and intrusive
rocks possibly mixed with coarse clastic, mostly terrestrial, sediments. The
volcanics occur in separate sub-basins around probable eruptive centres. Andesitic
intrusions and volcancclastic rocks are common. All the known economic
epithermal gold deposits in the Drummond Basin are hosted by Cycle 1 sediments.
Cycle 1 formations in the Twin Hills area include the Bimurra Volcanics and the Silver
Hills Volcanics. A combination of Tertiary and Quaternary cover masks the
underlying geology and makes exploration quite difficult.

Duval Mining (later the Battle Mountain Gold Company - “Battle Mountain™)
discovered the Pajingo low-sulphidation epithermal system in the northern Drummond
Basin in 1983, and identified the Scott Lode in November 1984. This find triggered a
stampede of interest in the potential for near-surface epithermal gold mineralisation in
this previously neglected area. Subsequently, the Wirralle and Yandan low-
sulphidation epithermal gold deposits were discovered and mined, along with the
Koala and Glen Eva mines located near Mount Coolon and the Belyando and Lucky
Break gold deposits located south-east of the Twin Hills project area.

in 1987 Metana Minerals NL discovered the 309 mineralisation at Twin Hills. Drilling
of the 309 deposit using RC and gold coring commenced early in 1988 and by the
end of that year a small inferred resource had been outlined at 309 and a large low-
grade body of mineralisation outlined at Lone Sister.

In 1998 the first resource to JORC standards was published by Homestake.
A combined total of 8.3 Mt @ 2.1 g/t Au had been outlined at that time at the 309
and Lone Sister deposits. Drilling definition has improved since the Homestake
estimate in 1998, with more holes having been drilled at much closer spacing. As is
often the case, this has resulted in a significant reduction in the tonnage estimate
(from 8.26Mt in 1998 to 1.80Mt in 2007 for the 309 and Lone Star deposits
combined) but a substantial improvement in the overall grade estimate from
2.1 g/t Auin 1998 to 4.7 g/t Au in 2007.

Mining commenced at 309 in 2006 with the ore being hauled 280 km to the Rishton
Mill, located 35km south-east of Charters Towers. The fixed costs of operating the
Twin Hills Mine and Rishton Mill were high and required ore to grade over 15g/t gold
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decided to close the Twin Hills Mine and sell all the surface equipment to assist with
the funding of a new exploration programme designed to significantly increase the
resources at Twin Hills.

fn the first hali of 2008 BMA completed an air core drilling programme and an
Induced Polarisation (IP) electrical geophysical programme, resulting in the
identifying of new areas of coincident, anomalous gold and arsenic assay results to
the south of the 309 deposit and to the West of the Lone Sister deposit. Such
anomalism can be associated with the presence of underlying gold mineralised
structures that may be assessed with deeper drilling.

The IP electrical geophysical programme covered a 5km by 2.5km area around the
309 gold deposit and has identified alteration associated with 309 and two strongly
anomalous zones that may indicate the presence of new centres of alteration and
mineralisation in close proximity to 309. In addition, a new zone of anomalism was
identified 2km to the north of 309 coincident with a strong magnetic feature. Two of
these new areas have had no previous drilling and there has been limited drilling at
the third. A small RC programme was undertaken by BMA in September 2008 to
follow-up these anomalies. Results recently received showed no significant gold
intersections from this drilling and a full assessment of all results is underway.

3.2.2 South Africa
3.2.2.1 Modder East Gold Project

Modder East will be the first new mine built on the East Rand in 28 years. The mine
is currently under construction and the first gold pour is scheduled for the fourth
quarter of 2009,

The Modder East project area is situated on the East Rand in the Gauteng Province
of South Africa, approximately 30km to the east of Johannesburg, and is located in
one of South Africa's richest historic gold mining districts. The project consists of the
Modder East and UC Prospect areas, where the Black Reef and the UK9a Kimberley
Reef have been identified.

The Modder East project encompasses a shallow underground mine (300 metres 1o
530 metres below surface) with a dedicated gold treatment facility with a production
capacity of 100,000 tonnes per month.

Mining at Modder East will employ a combination of conventional and mechanised
mining technigques. Access 1o the ore body wili be by trackless decline from surface
to the footwall of the reef horizons. The decline will serve as a roadway for vehicles
to transport material into- and rock out of the mine. Additionally, a vertical shaft is
being sunk and will be used to transport personnel in and out of the mine and to
provide ventilation.

During the construction phase Aftease will continue with exploration targeted on the
Kimberley Reef horizon, which remains largely unexplored with significant upside.
Two low grade northeast-southwest trending basal channels that could contribute
more than 300,000 gold ounces to the life of the mine, dependent on working
cost/gold price, are currently being subjected to an in depth geological/mechanized
mining exercise.

At present, the trackless decline development has advanced a total of just over
1,794 metres and is only 272 metres away from the first footwall drive. A dedicated
return airway has been established from 210 metres below collar to surface, which
ensures excellent environmental conditions. The current return airway position is
approximately 24 metres above the reef intersection and equates to just less than
172 metres of development to the reef horizon. The vertical shaft has already reached
a depth of 207 metres from surface and will be 345 metres deep when completed.

Construction of the 100,000 tonnes per month processing plant commenced in the
last quarter of 2007 and is expected to be completed at the end of the first quarter
of 2009. The DME approved the tailings disposal facility (TDF) design on 11 June
2008 and the construction of same has commenced.
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In December 2007 Aflease anncunced a revised reserve and resource estimate for
Modder East as a result of the completion of a Phase || drilling program carried out
during 2006, and continued drilling and assessment during 2007. The main
components of the Modder East mineral resources are:

» The Black Reef Buckshot Pyrite Leader Zone (“BPLZ");
The Black Reef Channel Facies (“Channel”);

The Blanket Facies ("BF”);

The UK9A Kimberley Reef (“UK3A”); and

The UK5A Kimberley Reef ("UKSA"}.

Geology and Mineralisation

Modder East is located in the East Rand Basin of South Africa, which lies in the
north-eastern guadrant of the Witwatersrand Basin. Most gold mineralisation in the
East Rand is hosted in quartz-pebble conglomerate beds or reefs.

The Black Reef is the principal target at Modder East and dips shallowly at
approximately 3° to the south. It contains three distinct facies. At the top is the
Buckshot Pyrite Leader Zone ("BPLZ"), which averages 0.5 metres in width and is
the primary mining target. The BPLZ is a placer deposit, with gold present within a
heavy mineral suite dominated by pyrite and hosted within a congiomerate. The
BPLZ overlies the Blanket Facies, a 1.3 metre thick quartzite which has relatively low
gold grades and is not a principal target at Modder East. At the base of the Black
Reef is the Channel Facies, a 3 metre thick, erosional feature.

The UK9A and UK5A Reefs dip shallowly to the south between 6° and 12° with
mineralisation contained within sedimentary channel features. These channels
range from several tens of metres to hundreds of metres in width. At the Modder
East gold project, the UK9A and UKS5A Reefs have been drilled and evaluated
between 280 metres and 530 metres below surface.

Sub Nigel 1

The Sub Nigel gold mine is situated 1km northwest of the town of Nigei on the East
Rand. The Sub Nigel mine produced 15 million cunces of gold from the Nigel Reef
between 1909 and 1971. A total of 29.7 million tonnes of ore at an average head
grade of 15.7g/t were milled during this period. The 900m deep Sub Nigel 1 Shaft
is in the process of being re-comrmissioned and mining is expected to commence
in the first quarter of 2009 and is expected {o produce 6,000 ounces of gold per
annum from a production rate of 6,000 tonnes of ore per month at a steady state
cost of ZAR 138,000 per kilogram. The ore from Sub Nigel will initially be processed
through the Modder East plant.

A second phase during which mine production will be increased to 12,000 tonnes
per month is envisaged to follow the successful implementation of phase 1. In
December 2006, Aflease announced a revised resource estimate for the Nigel Reef
at Sub Nigel, the Main Reef at Spaarwater and the Erosion Channel.

Sub Nigel 6

The Big Pebble Marker and Nigel Reef prospects are both located on the western
extension of Vlakfontein Gold Mine in the Nigel Magisterial district.

The resource estimation is based on work done by Camden Geo Services, utilising
historical borehole and assay data from the 2,000 metre decline on-reef
development and 600 metre incline on-reef development. The resource lies between
2,000 and 2,600 metres below surface and is divorced from the flooded East Rand
Basin as a plug has been constructed between the West Vlakfontein decline and the
adjacent mine.
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New Kleinfontein and furnbriage

The dormant New Kleinfontein and Turnbridge gold mines are situated near the town
of Benoni on the East Rand. Gold was first discovered at New Kleinfontein in 1894
and gold mining began at the New Kleinfontein Gold Mine in 1897. It is estimated
that, at the closure of the mine in 1967, approximately 298,000kg (9.5Moz) of gold
had been recovered from 45.7Mt of ore, principally from the Main Reef.

The New Kleinfontein property currently contains an audited Inferred resource base
of 2.5 million tonnes grading 6.9 g/t for a total of 549,000 ounces of gold. The
Turnbridge property currently contains an audited Inferred resource base of
1.8 million tonnes grading 4.8 g/t for a total of 280,000 ounces of gold. Both the New
Kleinfontein and Turnbridge resource estimates have been calculated using a
300 cmgft cut-off grade.

Exploration activities are underway at the two properties with the aim of upgrading
the bulk of the resource to the indicated category. A mining right application has
been prepared to convert the existing prospecting right into a mining right, and will
be submitted once the resource had been upgraded to the indicated category.

Holfontein
The 2,181ha Holfontein Project is contiguous with and due east of Modder East.

The Holfontein (TCL) Gold Mining Company Limited, a subsidiary of the Transvaal
Consolidated Lands & Exploration Company Limited, was started on the farm
Holfontein. It is unclear exactly when the Holfontein gold mine started, but a share
issue on 26 January 1937 gives some indication of its vintage. A shaft was sunk in
the south-eastern sector of the farm and a small amount of development was carried
out on the Main Reef.

Exploration activities have commenced in the prospect area. Work will initially focus
on Main Reef remnants above the water level together with drill indicated Upper
Leader Reefs (3m to 30m above the Main Reef) in the north-eastern gquadrant of the
Modder East prospect. Resources delineated on Modder East will then be used to
direct exploration activities on Holfontein in order to optimise the probability of
success.

Ventersburg

Aflease’s 9,760 hectare Ventersburg Project is situated in the Witwatersrand Basin
in Free State Province east of the main Free State Goldfields, approximately 25km
southeast of the city of Welkom. Aflease announced in November 2006 that the
South African Department of Minerals and Energy had formally granted the
prospecting right to Aflease for the Ventersburg Project.

Some 78 boreholes were drilled in and around the prospect area between 1948 and
2004. In the northern portion of the area, 32 drillholes intersected the "A’ Reef with
assay returns ranging from 1.31g/t to 30.35g/t gold over widths of up to 2.0m at
depths of between 530m and 860m. The Leader Reef, located some 100m below
the “A® Reef is also present in the area although it is less well developed.

The project area is located within a northerly trending graben structure, which is
bounded to the west by the Virginia Fault and to the east by the Ventersburg Fault,
A number of easterly trending normal faults transect the area, with downthrows to
the south. The "A” Reef dips shallowly to the west, east of the Virginia fault.

Aflease commenced a diamond drilling program in May 2007 to establish continuity
of the reef horizon as well as the economic feasibility of the “A” Reef. Results of the
ongoing drilling program have not been included in the inferred mineral resource
estimate and the resource potential of the “A” Reef will be evaluated upon
completion of the drilling programme.

In February 2008 Aflease announced a new SAMREC compliant inferred mineral
resource estimate for its Ventersburg 1 project.
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3.2.3.1 Etendeka

Aflease has a 100 percent interest in Etendeka which holds an Exclusive
Prospecting Licence for an area 65, 000 hectares in extent in respect of base and
rare metals, precious metals and precious siones. The property is tocated in the
Qutjo district of north-western Namibia.

The potential for granites of the Fransfontein Granite Suite to host iron-oxide-copper-
gold (IOCG) mineralisation has been recognised and two exploration phases
completed to date,

Two drill target areas have been identified and drilling commenced in October 2008.
3.2.4 Mozambique
3.2.4.1 Tulo

Aflease holds a 100 percent interest in Noble Trade which in turn is the holder of a
Mining Concession for an area 21,760 hectares in extent in respect of gold and
tourmaline. The property is situated approximately 170 kilometres north of Lichinga,
the capital of Niassa Province in of north-western Mozambique. In terms of the sale
agreement dated 2 April 2008 and addenda thereto, the payment of R500 000 is
due and payable to Noble Trade on 1 January 2009. The payment will be settled by
the issue of Aflease ordinary shares issued at the 30-day VWAP per share.

The potential for both alluvial and primary mineralisation has been recognised.
Highly favourable geoclogical setting with primary gold contained within quartz veins
in metasedimentary volcanic rocks (greenstones).

REASONS FOR THE LISTING ON THE JSE

The reasons for listing of the BMA shares on the JSE are as follows:

On 17 September 2004 the SARB announced that non-South African companies can apply for an
inward listing of their shares on the JSE and use such shares as acquisition currency for South African
assets, subject to the approval of the SARB. The listing of BMA's shares on the JSE provides a
mechanism for facilitating the acquisition of Aflease pursuant to the scheme;

Being listed on the JSE, a non-South African company can raise capital from South African investors,
which provides BMA with an additional market through which the efficient funding of the BMA group’s
South African projects and other African expioration and acquisition opportunities may be facilitated;

To assist in the execution of any additicnal BEE transactions that may present themselves as
opportunities to the BMA group, thus enabling the BMA group to further enhance its BEE status and
credibility; and

To afford South African resident employees and institutional investors the opportunity to participate
directly in the equity and future growth of the BMA group.

COPIES OF THE PRE-LISTING STATEMENT

Copies of this pre-listing statement, in English only, may be obtained any time during normat business
hours as of 19 December 2008 from the South African representative office of BMA, Macquarie and the
South African transfer secretaries, details of which are set cut in the corporate information section.




DEFINITIONS AND INTERPRETATION

In this pre-listing statement and the annexures hereto, unless the context indicates otherwise, references to
the singular include the plural and vice versa, words denoting one gender include others, expressions
denocting natural persons include juristic persons and associations of persons and vice versa, and the words
in the first column shall have the meanings stated opposite them in the second column, as follows:

“309 Deposit”

"309 Mine”

‘the Act”
“ADR"

“Aflease”

“Aflease ADR"

"Aflease convertible bonds”

“Aflease group”
“Aflease crdinary shareholders”

“Aflease ordinary shares”

“Aflease retainment share options”

“Aflease staff share options™

“Aflease staff share scheme”

"African Company”

a zone of gold bearing mineralisation located within the Twin Hills
Mining Lease;

the resources and reserves within the 309 Deposit and/or the mine
development of those resources and reserves;

the Companies Act, 1973 (Act 61 of 1973) of South Africa, as amended;

American Depository Receipts, being negotiable United States of
America certificates representing ownership of shares in a non-United
States of America corporation, which are quoted and traded freely like
other securities in the United States of America over-the-counter
market and stock exchanges;

Aflease Gold Limited (registration number 1984/006179/06), a public
company incorporated in accordance with the laws of South Africa
and the ordinary shares of which are listed on the JSE, but which
listing of ordinary shares on the JSE will be terminated pursuant to the
scheme with effect from the commencement of trade on the JSE on
Monday, 23 February 2009;

an ADR representing 10 Aflease ordinary shares;

the 600 bonds of ZAR1 000 000 each issued on 13 December 2007
by Aflease and that are convertible into Aflease ordinary shares five
years from date of issue, or earlier on the occurrence of certain trigger
events described in the terms and conditions governing those bonds;

Aflease and its subsidiaries from time to time;
the registered holders of Aflease ordinary shares;

the ordinary shares with a par value of 57 cents in the issued share
capital of Aflease;

options to acquire Aflease ordinary shares issued in terms of the
Aflease staff share scheme granted to key employees which vest on
the third anniversary of the grant date;

options to acquire Aflease ordinary shares issued in terms of the
Aflease staff share scheme which vest a third on the grant date, a third
on the first anniversary and a third on the second anniversary of the
grant date;

the Aflease Gold Share Incentive Scheme Trust (Master's reference
number 1T2345/05);

in terms of the current Exchange Contrcl policy, a company will be
deemed to be regarded as “African” if it is domiciled in Africa or its
activities are geographically located in Africa. Companies that are
domiciled outside of Africa with the majority of their activities
geographically located in countries which are part of the African Union
will also be included in this classification;
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“AIFRS" or “Australian IFRS"

"ASX”

* ASX Listing Rules”

“AUD" or "$"

“Australian Silicon Qperations

“BEE"
“BMA”" or the "Company”

“BMA ADR”

"BMA consolidation”

"BMA convertible bonds”

“BMA Group”

“BMA shareholders”
“BMA shares”
"Board”

“Bothaville”

“certificated sharas”

“the common menetary area”

“Computershare”

“consideration record date”

"constitution”

“Corporations Act”
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"

Australian International Financiai Reporting Standards, which is
equivalent to IFRS;

ASX Limited {ACN 008 624 691) or, if the context requires, the financial
market conducted by it, known as the Australian Securities Exchange;

the Listing Rules of ASX and any other rules of the ASX as are
applicable to BMA;

the official currency of Australia, the Australian dollar;

Australian Silicon Operations Pty Limited (ACN 091 097 675), a private
company incorporated under the laws of Australia, and a wholly-
owned subsidiary of BMA,;

Broad-Based Black Economic Empowerment;

BMA Gold Limited (ACN: 094 265 746), a company incorporated in
accordance with the laws of Australia, the ordinary shares of which are
listed on the ASX, it being recorded that BMA intends to change its
name to Gold One International Limited, as a consequence of
the scheme;

an ADR representing 10 BMA ordinary shares, post the anticipated
BMA consolidation;

a consolidation of the BMA shares such that BMA shareholders will
receive 1 BMA share for every 20 BMA shares currently held;

the Aflease convertible bonds as amended conforming to the
attributes stated in paragraph 34 of this pre-listing statement;

BMA and its subsidiaries from time to time;
the holders of BMA shares;
ordinary shares in the capital of BMA;

the board of directors of BMA from time to time acting, collectively, as
a board;

a prospecting area 8956,7042 hectares in extent situated in the
Magisterial District of Bothaville, Free State Province, South Africa;

BMA shares for which physical BMA share certificates have been
issued;

the Republic of South Africa, the Kingdoms of Lesotho and Swaziland
and the Republic of Namibia,

Computershare Investor Services (Proprietary) Limited (registration
number: 2004/003647/07), a private company incorpeorated in South
Africa and the transfer secretaries of BMA in South Africa;

the latest date and time for Aflease ordinary shareholders to be
recorded in the Aflease register in order to receive the scheme
consideration, being 17:00 on the business day preceding the
operative date, which business day is expected to be
Friday, 20 February 2009;

the constitution of BMA;

Corporations Act 2001 (Cth), Australia;




“CSDP”

“dematerialised shareholders”

“dematerialised shares”

“DME"
“DMS”

"documents of title”

“emigrant”

“Employee Option Plan”
“Etendeka”

"Exchange Control Regulations”

NERT

|”

“Gold One Internationa

“Holfontein”

"IFRS”

“the JSE"

“JSE Listings Requirements™

ukm2n

a Central Securities Depository Participant, accepted as a participant
in terms of the Securities Services Act;

BMA shareholders who elect to receive dematerialised shares;

BMA shares which have been incorporated into the Strate System and
which are not evidenced by physical share certificates or other
documents of title;

the South African Department of Minerals and Energy;

dense medium separation, a way of separating heavy minerals from
waste material using a flotation process;

share certificates, certified transfer deeds in respect of balance of
receipts and electronic statements and dematerialised shares or any
other documenis of title acceptable to BMA in respect of its shares;

an emigrant from the Republic whose address is outside the common
maonetary area;

the BMA Gold Limited Employee Option Plan;

Etendeka Prospecting and Mining Company (Pty) Limited (registration
number: 2003/290) a private company incorporated in accordance
with the laws of Namibia;

the South African Exchange Control Regulations, 1961, as amended,
made in terms of section 9 of the South African Currency and
Exchange Act, 1933 (Act 9 of 1933), as amended,

Goods and Services Tax, a value-added tax of 10 percent on certain
goods and services transactions as imposed by the Goods and
Services Act, 1999 in Australia;

Gold One International Limited, the name that BMA intends to adopt
as a consequence of the scheme, it being recorded for the avoidance
of doubt that Gold One International Limited will be the same legal
entity as BMA,;

a prospecting area 2 180,5 hectares in extent situated on the Farm
Holfontein in the Magisterial District of Springs, Gauteng Province,
Saouth Africa;

International Financial Reporting Standards which comprise standards
and interpretations approved by the International Accounting
Standards Board, International Financial Reporting Interpretations
Committee and International Accounting Standards and Standing
Interpretations Committee  interpretations approved by the
International Accounting Standards Committee;

Joint Ore Reserves Committee — The Australasian Institute of Mining
and Metallurgy. The guidelines of the JORC Code (2004) are observed
in the calculation and reporting of ore resources and ore reserves in
Australia;

JSE Limited (registration number 2005/022939/06), a limited liability
public company duly incorporated in the Republic of South Africa, and
an exchange licensed in terms of the Securities Services Act;

the JSE Listings Requirements, as amended from time to time, which
will be applicable to BMA by virtue of its shares being listed on
the JSE;

a square kilometre;
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“last practicable date”

“the listing”

“Listing Rules”

“Lone Sister Deposit”

“Micawber 400"

“Micawber 472"

“Modder East”

‘MPRDA”

“NAV"

“New Kleinfontein”

"New Kleinfontein Gold Claims”

"New Kleinfontein Goldmine”

“New Kleinfontein Mining

Company Rehabilitation Trust”

“Noble Trade”

“non-resident”

*Oificial List"

“operative date"
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Thursday, 4 December 2008, being the last practicable date on which
information was capable of being included in this pre-listing statement
prior to its finalisation;

the proposed dual primary listing by way of an introduction of the
BMA shares on the JSE, on the Mining: Gold Mining sector of the JSE
lists under the abbreviated name GOLDONE and trading code: GDO
with effect from the commencement of business on Monday,
16 February, 2009;

the Listing Rules of the ASX;

a zone of gold bearing mineralisation located approximately 7km to
the South of the 309 Mine;

Micawber 400 (Pty) Limited (registration number 2005/000717/07),
a private company incorporated in accordance with the laws of South
Africa;

Micawber 472 (Pty) Limited (registration number 2006/010407/07),
a private company incorporated in accordance with the laws of
South Africa;

the new mine under construction situated on the remaining extent of
the Farm Cloverfield 75 IR on the East Rand in the Gauteng Province
of South Africa, approximately 30km to the east of Johannesburg;

the South African Mineral and Petroleum Resources Development Act,
2002 (Act 28 of 2002}, as amended,;

net asset value;

New Kleinfontein Mining Company Limited (registration number
1996/002710/06), an unlisted public company incorporated in
accordance with the laws of South Africa;

New Kleinfontein Gold Claims (Pty) Limited (regisiration number
1992/15188/07), a private company incorporated in accordance with
the laws of South Africa;

New Kieinfontein Goldmine (Pty) Limited (registration number
1998/007350/07), a private company incorporated in accordance with
the laws of South Africa;

New Kleinfontein Mining Company Rehabilitation Trust (Master's
reference (T3475/95), a trust established in accordance with the laws
of South Africa;

Noble Trade and Commerce Limitada (registration number
18.193 £88-45), a company incorporated in accordance with the laws
of Mozambique;

a person whose registered address is outside the common monetary
area and who is not an emigrant;

the official list of entities that ASX has admitted and not removed as
defined in the Listing Rules;

the date on which the scheme will become operative, being the
business day immediately following the consideration record date,
which operative date will be notified to ordinary shareholders of
Aflease by way of an announcement to be released on SENS and
published in the press and which is expected to be Monday,
23 February 2009;




“pre-listing statement” or
“this document”

“Randgold shares”

“reqister”

“replacement BMA staff
share options”

“replacement BMA retainment
share options”

"Replacement option plan”

“the Republic” or "South Africa”

“Rishton Treatment Plant”

“SA GAAP"
“SARB"

“scheme”

“scheme consideration”

“scheme document”

“scheme participants”

*scheme shares"

“Securities Services Act”
iISENSII
"Shareholders”

"SRK”

this bound pre-listing statement and its annexures, dated
19 December 2008, prepared in compliance with the JSE Listings
Requirements solely for purposes of the listing;

ordinary shares in the share capital of Randgold & Exploration
Company Limited (registration number 1992/005642/06), a public
company incorporated in accordance with laws of South Africa, with a
par value of R0.01 each, listed on the JSE but currently suspended;

the register of certificated ordinary shareholders maintained by BMA
and the sub-registers of dematerialised ordinary shareholders;

options of BMA to be issued to former holders of Aflease staff share
options, having attributes consistent with paragraph 6.2 of the scheme
document and terms set out in Annexure 19 to this pre-listing statement;

options of BMA to be issued to former holders of Aflease retainment
share options, having attributes consistent with paragraph 6.2 of the
scheme document and terms set out in Annexure 19 to this pre-listing
statement,

the BMA employee option plan that will replace, after implementation
of the scheme, the BMA Option Plan in operation prior to the date of
such implementation;

the Republic of South Africa;

the ore treatment mill located at Rishton near Charters Towers in
Queensland;

South African Generally Accepted Principles of Accounting;
the South African Reserve Bank;

the scheme of arrangement in terms of section 311 of the Act
proposed by BMA between Aflease and Aflease's ordinary
shareholders, details of which are contained in the scheme document,
in terms of which BMA will, if the scheme of arrangement becomes
operative, acquire the scheme shares and in exchange, the scheme
participants will receive the scheme consideration;

the consideration to be received by sach scheme participant for the
scheme shares held by him/her in terms of the scheme, being 1 BMA
share, post the anticipated BMA consaclidation, for every 1 scheme
share held by the scheme participant;

the bound document, dated 19 December 2008, relating to the
scheme which document will be posted to Aflease ordinary
shareholders together with this pre-listing statement;

Aflease ordinary shareholders recorded in the Aflease share register
as such on the consideration record date, and who are therefore
entitled to receive the scheme consideration;

all Aflease ordinary shares held by scheme participants on the
consideration record date;

the South African Securities Services Act, 2004 (Act 36 of 2004);
the Securities Exchange News Service of the JSE;
the holders of BMA shares from time to time;

SRK Consulting (South Africa) (Pty) Limited, the independent technical
expert;
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“Strate”

“Sub Nigel 1"

“Sub Nigel 4 & 5"

“Sub Niget 6"

“Sub Nigel 8”

ot
“toh”

“TNAV”

“transfer secretaries”
Trinity

“Tulo”

“Turnbridge”

“Twin Hills"

“Twin Hills Mining Lease”

“Twin Hills Tenements”

"United States" or "US"
“UsSD”

“US Securities Act”

“US shareholders”

“Venmtersburg 1"

“Ventersburg 27

“VWAP”
“ZAR“ or IIR”
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Strate Limited (registration number 1998/022242/06), a public
company incarporated in accordance with the laws of South Alrica,
which is a licensed control securities depository in terms of the
Securities Services Act and which is responsible for the electronic
clearing and settlement system used by the JSE;

an existing mine currently being re-commissioned situated in the
Magisterial District of Nigel on the East Rand in the Gauteng Province
of South Africa, approximately 35km to the east of Johannesburg;

a prospecting area 2643,3942 hectares in extent situated in the
Magisterial District of Nigel, Gauteng Province, South Africa;

a prospeciing area 3860,5435 hectares in exient, situated in the
Magisterial District of Nigel, Gauteng Province, South Africa;

a prospecting area 6540,7174 hectares in extent, situated in the
Magisterial District of Nigel, Gauteng Province, South Africa;

tonne;

tennes per hour;

tangible net asset value;
Computershare or Registries Limited;

Trinity Asset Management (Proprietary) Limited (registration number
1996/010864/07), a private company incorporated in accordance with
the laws of South Africa;

a mining concession area, 21 760 hectares in extent, situated in the
Niassa Province of Mozambique;

a prospecting area 1 315,4880 hectares in extent, situated in the
Magisterial District of Benoni, Gauteng Province, South Africa;

Twin Hills Operations Pty Limited (ACN 064 698 504), a private
company incorporated in accordance with the laws of Australia, which
holds the Twin Hills tenements comprising EPM 8693, EPM 4459,
EPM 12012, EPM 14585 and ML 70136, a wholly-owned subsidiary
of BMA,

ML70316 which is locked within EPM 8693:

EPM 8693 and the adjoining mining tenements held by Twin Hills from
time to time;

United States of America;

the monetary currency of the United States of America, the American
dollar;

US Securities Act of 1933, as amended;

Aflease shareholders who are resident in the United States and who
will receive scheme shares pursuant to the scheme;

a prospecting area 9757,8000 hectares in exient, situated in the
Magisterial Districts of Virginia, Ventersburg and Hennenman, Free
State Province, South Africa;

a prospecting area 28420614 hectares in extent, situated in the
Magisterial District of Hennenman, Free State Province, South Africa;

the volume weighted average price of Aflease ordinary shares; and

the monetary currency of South Africa, the South African Rand.




CGOLDONE

CAPITALISING ON OPPORTUNITIES

GOLDONE INTERNATIONAL LIMITED

{Currenily BMA Gold Limited)
(Incorporated in Australia)
{ACN: 094 265 746)
Share code con the JSE: GDO

DETAILED PRE-LISTING INFORMATION

PART A — THE BUSINESS

1.

INTRODUCTION

The BMA shares are presently listed on the ASX, while the ordinary shares of Aflease are presently listed
on the JSE. BMA wishes to effect an acquisition of all Aflease ordinary shares by way of a scheme of
arrangement between Aflease and the Aflease ordinary shareholders. The acquisition will be achieved
through the issue of BMA ordinary shares to all Aflease ordinary shareholders in consideration for their
Aflease ordinary shares post the anticipated BMA consolidation such that the previous Aflease
shareholders thereafter will hold the majority of the BMA shares. The listing of the BMA shares on the
JSE is a pre-requisite for the implementation of the scheme. Should the scheme become unconditional,
BMA will on the operative date of the scheme, which is expected to be Monday, 23 February 2009,
acquire the entire issued ordinary share capital of Afiease and BMA's shares will be listed on the JSE.

The JSE has granted, subject to the scheme becoming operative and all the conditions set out in
paragraph 45 of this pre-listing statement being met, a dual primary listing of all the issued BMA shares
on the “Mining: Gold Mining” sector of the JSE List under the abbreviated name GOLDONE and trading
code GDO, with effect from Monday, 16 February 2009. Accordingly, if the scheme becomes operative
and all the conditions set out in paragraph 45 of this pre-fisting statement are met, BMA will have a
primary listing on the ASX and a dual primary listing on the JSE. In addition, BMA's name will change to
Gold One International Limited. Unless the context indicates otherwise, the information in this pre-listing
statement has been prepared for BMA on the assumption that the scheme has become unconditional.

INCORPORATION, HISTORY AND GROUP STRUCTURE
2.1 Incorporation and history

BMA was incorporated in Australia under ACN 094 265 746 on 24 August 2000 under the name
Quaestus Limited. BMA's name was changed from Quaestus Limited to Australian Silicon Limited
pursuant to a resolution effective 25 October 2001. Australian Silicon Limited was renamed BMA
Gold Limited on 8 January 2004.

Since the acquisition of Twin Hills in January 2004, the principal focus of BMA has been the
exploration and development of the Twin Hills Tenements in central eastern Queensland. During
the 2004 year, BMA developed a plan to mine high grade gold resources at the 309 Mine with ore
to be trucked to a treatment plant approximately 300km to the north. This plan aimed to generate
early cash flow to fund comprehensive exploration of the Twin Hills Tenements to identify sufficient
resources to justify the construction of a treatment plant at the mine site.

BMA commenced the development of the Twin Hills 309 Mine in March 2005 quarter and
completed the purchase of Rishton Treatment Plant in April 2005. Mining of the mineralisation
known as Area 1 continued throughout the 2006 year. Development to access the mineralisation
below Area 1, a zone known as Area 2, progressed in the second half of the 2006 year. During the
2006 year, approximately 20,000 ounces of gold was produced from nearly 56,000 tonnes of ore
carrying a grade of 10.9g/t Au.
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The project suffered a setback with the announcement by BMA on 16 January 2007, that infill
drilling within the high grade blocks of the 302 Mine at Twin Hills was likely to bring about a material
downgrade in the Area 2 reserves and would cause production shortfalls adversely impacting on
cash generation. The announcement advised that any production plan modifications would require
the approval of BMA's bankers.

On 29 January 2007, BMA announced that Twin Hills' mining and milling operations were to be
suspended at the end of March 2007. BMA planned aggressive exploration of the 309 Mine and
Lone Sister Deposits and other prospective regional targets to delineate additional resources to
justify a treatment plant at the mine site.

To fund future exploration, BMA proposed that cash generated from the sale of surplus mining
assets and the gold treatment piant be supplemented with the issue of new equity capital. BMA
had sought temporary accommodation from its bankers while the recapitalisation was being
undertaken. The bank subsequently declared the loan facility was in default.

Ferrier HModgson was appointed voluntary administrator of BMA and Twin Hills on 30 January 2007.
While under administration, the Twin Hills underground mine was decommissioned and the surplus
mining assets sold. Accessible economic ore was extracted and processed, with a further
4,200 ounces of gold produced, generating cash to partially fund the mine and mill closures. The
gold treatment plant was subsequently placed on care and maintenance and thereafter sold.

After spending much of 2007 restructuring the business while in voluntary administration, BMA
re-listed on the ASX on 3 December 2007 following completion of a fully underwritten rights issue and
having paid all creditors 100 cents in the dollar. BMA continues to hold the Twin Hills Tenements and
is currently focused on exploration of the 7km corridor between the 309 and Lone Sister deposits.

Aflease was incorporated in South Africa as Sub Nigel Gold Mining Company (Pty) Limited on
18 June 1984 under registration number 1984/006179/07. On 10 June 1986 it was converted into
a public company and on 20 August 1986 it listed on the JSE with 22,100,000 shares of no par
value. On 20 January 2006, Uranium One Africa Limited (formerly Aflease Gold and Uranium
Resources), acquired control of Sub Nigel Gold Mining Company by way of a reverse take-over
and the latter's name was changed to Aflease Gold Limited. Uranium One’s holding in the share
capital of Aflease has been diluted from 80 percent to 36 percent by the issue of shares for cash
and by the sale in April 2008 of 29 percent o} the issued share capital to African Global Capital
Limited. Aflease is currently listed in the Mining: Gold Mining sector of the JSE.

in May 2006 Aflease commenced construction of its Modder East Mine which has now reached an -

advanced stage of development. The first gold pour is expected in the fourth quarter of 2009.

In 2004, Sub Nigel Gold Mining Company drilled a successful hole (WT1) at Ventersburg 1 which
intersected the "A” Reel. In May 2007 Aflease commenced with a diamond drilling exploration
program to establish the continuity of the reef horizon as well as the economic feasibility of the
“A" Reef. The driliing program is ongoing.

In July 2008 Aflease commenced with the recommissioning of the Sub Nigel Gold Mine which is
expected to start production in the early part of 2009.




2.2 Group structure

The structure of the BMA group upon implementation of the scheme is set out below. A full list of
the BMA subsidiaries after implementation of the scheme is set out in Annexure 10 to this
pre-iisting statement.

100%— BMA Gold Limited 100%
Twin Hills Operations 100% Australian Silicon
(Pty) Limited Qperations (Pty) Limited
100% Aflease Gold Ltd 100%
t 100%
Entendeka Prospacting 7% oo | New Kleinfontein Mining Aflease Gold
and Mining Company Company L.td Share Incentive Scheme
{Pty) Ltd {Namibia}
Noble Trade 100%
New Kleinfontein
Goldmine {P1y) Ltd
100% [ 100%
New Kleinfontein Gold New Kleinfontein
Claims (Pty) Ltd Rehabilitation Trust

3. NATURE OF BUSINESS AND PROJECTS
3.1 Incorporation and history

BMA is an Australian based gold exploration and development company which is presently listed
on the ASX, focused on the Twin Hills Gold project in Central Eastern Queensland. Exploration is
focused on increasing the resources to a level sufficient to support a mining operation. BMA also
maintains an active project generation programme that is aimed at leveraging the experience and
the global networks of its directors.

Aflease is a South African-based gold exploration and development company which is listed on the
JSE. It is a junior mining company currently involved in exploration in South Africa, Namibia and
Mozambique focusing on the development of high margin, low technical risk, shallow underground
gold mines.

Upon implementation of the scheme, BMA will have acquired all of the issued shares of Aflease
and Aflease will be delisted from the JSE.

3.2 Material changes

Other than as set out in paragraph 2.1 above and paragraph 7 below, there have been no material
changes in the business of trading objects of BMA during the five years preceding the date of this
pre-listing statement. There is no intention to change the business or the trading objects of BMA in
the immediate future.

3.3 Government protection and investment encouragement law

The BMA group does not benefit and, upon implementation of the scheme, will not benefit from any
government protection or investment encouragement law in the jurisdictions in which it operates
and wilt operate.
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3.4.1 Australian
3.4.1.1 Twin Hills

The current project focus of BMA is the Twin Hills Gold Project. Twin Hills is located
in the Drummond Basin, a large intracratonic basin that developed in central
Queensland between the Late Devonian and the early Carboniferous.
Sedimentation in the Drummond Basin has been sub-divided into three tectono-
siratigraphic cycles separated by minor orogenic events (disconformities and
unconformities) Cycle 1 contains coarse intermediate to felsic volcanic and intrusive
rocks possibly mixed with coarse clastic, mostly terrestrial, sediments. The
volcanics occeur in separate sub-basins around probable eruptive centres. Andesitic
intrusions and volcanoclastic rocks are common. All the known economic
epithermal gold deposits in the Drummond Basin are hosted by Cycle 1 sedimenis.
Cycle 1 formations in the Twin Hills area include the Bimurra Volcanics and the Silver
Hills Volcanics. A combination of Tertiary and Quaternary cover masks the
underlying geology and makes exploration quite difficult.

Duval Mining (later the Baitle Mountain Gold Company - “Battle Mountain”)
discovered the Pajingo low-sulphidation epithermal system in the northern Drummond
Basin in 1883, and identified the Scott Lode in November 1884. This find triggered a
stampede of interest in the potential for near-surface epithermal gold mineratisation in
this previously negiected area. Subsequently, the Wirralie and Yandan low-
sulphidation epithermal gold deposits were discovered and mined, along with the
Koala and Glen Eva mines located near Mount Coolon and the Belyando and Lucky
Break gold deposits located south-east of the Twin Hills project area.

In 1987 Metana Minerals NL discovered the 309 mineralisation at Twin Hills. Drilling
of the 309 deposit using RC and gold coring commenced early in 1988 and by the
end of that year a small inferred resource had been outlined at 309 and a large low-
grade body ¢f mineralisation outlined at Lone Sister.

In 1998 the first resource to JORC standards was published by Homestake.
A combined total of 8.3 Mt @ 2.1 g/t Au had been outlined at that time at the 309 and
Lone Sister deposits. Drilling definition has improved since the Homestake estimate in
1998, with more holes having been drilled at much closer spacing. As is often the case,
this has resulted in a significant reduction in the tonnage estimate (from 8.26Mt in 1998
to 1.80Mt in 2007 for the 302 and LLone Star deposits combined) but a substantial
improvement in the overall grade estimate from 2.1 g/t Auin 1998 to 4.7 g/t Au in 2007.

Mining commenced at 309 in 2006 with the ore being hauled 280 km to the Rishton
Mill, located 35km south-east of Charters Towers. The fixed costs of operating the
Twin Hills Mine and Rishton Mill were high and required ore to grade over 15g/t gold
to be profitable. Unfortunately this grade could not be achieved consistently. BMA
decided io close the Twin Hills Mine and sell all the surface equipment to assist with
the funding of a new exploration programme designed to significantly increase the
resources at Twin Hills,

In the first half of 2008 BMA completed an air core drilling programme and an
Induced Polarisation (IP) electrical geophysical programme, resulting in the
identifying of new areas of coincident, anomalous gold and arsenic assay resulis to
the south of the 309 deposit and to the West of the Lone Sister deposit. Such
anomalism can be associated with the presence of underlying gold mineralised
structures that may be assessed with deeper drilling.

The IP electrical geophysical programme covered a 5km by 2.5km area around the
309 gold deposit and has identified alteration associated with 309 and two strongly
anomalous zones that may indicate the presence of new centres of alteration and
mineralisation in close proximity to 309. In addition, a new zone of anomalism was
identified 2km to the north of 309 coincident with a strong magnetic feature. Two of
these new areas have had no previous drilling and there has been limited drilling at
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follow-up these anomalies. Results recently received showed no significant gold
intersections from this drilling and a full assessment of all results is underway.

SRK's audited Minerat Resource statement for the Twin Hills tenements is presented

below:
Gold Silver Contained  Contained
Deposit Category Tonnes Grade Grade Gold Silver
(k1) (gh) (o) (koz) (koz)
309 Measured - - - - -
Indicated 250 8.2 14 (53] 113
Sub-total 250 8.2 14 66 113
Inferred 180 99 7 58 40
Total 430 8.9 11 124 153
Lone Sister Measured 80 10.3 17 26 44
Indicated 220 4.7 33 42
Sub-total 300 6.2 59 86
Inferred 100 3.6 12 13
Total 400 5.5 Al 99
Total Measured 80 101 17 26 44
Indicated 470 6.6 10 99 155
Sub-total 550 7.1 11 125 199
Inferred 280 7.8 70 53
Total 830 73 9 195 252
Notes:

1. Reported using a cut-off grade of 3g/t Au.
2 Classified in accordance with the 2007 edition of the SAMREC Code.

3 The values in the above table are rounded to reflect the uncertain nature of resource estimates. Minor
discrepancies in the above table may therefore be present; however, SRK does not consider these

to be material.

3.4.2 South Africa

Aflease Audited Resources

Tonnes Grade Gold Content
(MY) (ght) (Moz)
Indicated
Modder East 28.83 2.84 2.63
Sub Nigel 1,2,3 2.98 321 0.31
Sub-total Indicated 31.81 2.87 294
Inferred
Modder East 14,98 2.16 1.04
Sub Nigel 1,2,3 and Spaarwater 2.39 4.89 0.38
Sub Nigel 6 48.25 3.39 514
Turnbridge/New Kleinfontein 4.27 6.00 0.83
Ventersburg 30.39 4,76 4.64
Sub-total Inferred 100.79 3.73 12.07
Total Indicated and Inferred 132.60 3.52 15.01
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Modder East will be the first new mine built on the East Rand in 28 years. The mine
is currently under construction and the first gold pour is scheduled for the fourth
quarter of 2009,

The Modder East project area is situated on the East Rand in the Gauteng Province
of South Africa, approximately 30km to the east of Johannesburg, and is located in
one of South Africa’s richest historic gold mining districts. The project consists of the
Modder East and UC Prospect areas, where the Black Reef and the UK9a Kimberiey
Reef have been identified.

The Modder East project encompasses a shallow underground mine {300 metres to
530 metres below surface) with a dedicated gold treatment facility with a production
capacity of 100,000 tonnes per month,

Mining at Modder East will employ a combination of conventional and mechanised
mining technigques. Access to the ore body will be by trackless decline from surface
to the footwall of the reef horizons. The decline will serve as a roadway for vehicles
to trangport material into- and rock out of the mine. Additionally, a vertical shaft is
being sunk and will be used to transport personne! in and out of the mine and to
provide ventilation.

During the construction phase Aflease will continue with exploration targeted on the
Kimberley Reef horizon, which remains largely unexplored with significant upside.
Two low grade northeast-southwest trending basal channels that could contribute
more than 300,000 gold ounces to the life of the mine, dependent on working
cost/gold price, are currently being subjected to an in depth geological/mechanized
mining exerciss.

At present, the trackless decline development has advanced a total of just over
1,794 metres and is only 272 metres away from the first footwali drive. A dedicated
return airway has been established from 210 metres below collar to surface, which
ensures excelient environmental conditions. The current return airway position is
approximately 24 metres above the reef intersection and equates to just less than
172 metres of development to the reef horizon. The vertical shaft has already
reached a depth of 207 metres from surface and will be 345 metres deep when
completed.

Construction of the 100,000 tonnes per month processing plant commenced in the
last quarter of 2007 and is expected to be completed at the end of the first quarter
of 2009. The DME approved the tailings disposa) facility (TDF) design on 11 June
2008 and the construction of same has commenced.

Mineral Reserves and Resources

in December, 2007 Aflease announced a revised reserve and resource estimate for
Modder East as a result of the completion of a Phase Il drifting program carried out
during 2006, and continued driling and assessment during 2007. The main
components of the Modder East mineral resources are:

* The Black Reef Buckshot Pyrite Leader Zone ("BPLZ"),
The Black Reef Channel Facies ("Channel”};

The Blanket Facies ("BF"Y;

The UK9A Kimberley Reef ("UKIA™), and

The UK5A Kimberley Reef ("UK5A™).




Table 1 - Mineral Resource Estimate (1, 2, 3, 4) at Modder East
indicated Mineral Resources
Gold Contained

Reef Unit Tonnes Grade Gold

(millions) (grams per tonne) (million ounces)
BPLZ+BF 7.38 5.82 1.38
Channel+BF 17.54 1.25 0.70
BPLZ Pillars 0.27 8.33 0.07
UKSA 3.64 410 0.48
UK5A nfa n/a n/a
Total Indicated 28.83 2.84 2.63
Inferred Mineral Resources

Gold Contained

Reef Unit Tonnes Grade Gold

(millions) (grams per tonne) (million ounces)
BPLZ+BF 0.65 1.98 0.04
Channel+BF 2.15 1.83 0.13
UK9A 2.77 3.58 0.32
UKSA 9.41 1.82 0.55
Total Inferred 14.98 2.16 1.04
Notes:

1. Mineral Resources have been reported in accordance with the classification criteria of the
SAMREC Code.

2. The revised resource estimate was prepared by Charles Muller, B.Sc. {Hons), Pr.Sci.Nat., of Giobal
Geo Services, an independent geoscience consultant to Aflease. Charles Muller is a competent
person for the purposes of SAMREC. The resource was audited by Mark Wanless of SRK Consulting.

Mineral resources are not mineral raserves and do not have demonstrated economic viability.

4. BPLZ+BF and BPLZ Pillars quoted at a cut-off grade of 167 cmgft; Channel+BF quoted at a cut-off
grade of 379 crng/t; UK9A quoted at a cut-off grade of 189 cmg/t; UK5A guoted at a cut-off grade
of 496 cmght

The Indicaied Resources detaited in Table 1 have been converted to Probable Reserves, as shown in
Table 2, through a precess of mine planning, ecpnomic modelling and the application of appropriate
modifying factors and are reported as delivered to the plant.

Table 2 — Mineral Reserve Estimate at Modder East

Modder East Audited Reserves

Tonnes Gold Grade Geld Content .
(Mt) (ght) (Moz)
Probable
BPLZ 539 6.09 1.06
UKSA 2.26 413 0.30
Total Probable 7.65 5.51 1.36
Note:

1. The revised reserve statement was prepared by Turgis Consulting and audited by SRK Consuiting.
The gold content figures are fully inclusive of mining dilutions and gold losses and are reported as
delivered to the mill. Metaliurgical recovery factors have not been applied to the reserve figures.
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Geology and Mineralisation

Modder East is {ocated in the East Rand Basin of South Africa, which lies in
the north-eastern quadrant of the Witwatersrand Basin. Mast gold mineralisation in
the East Rand is hosted in quartz-pebble conglomerate beds or reefs.

The Black Reef is the principal target at Modder East and dips shallowly at
approximately 3° to the south. It contains three distinct facies. At the top is the
Buckshot Pyrite Leader Zone ("BPLZ"), which averages 0.5 metres in width and is
the primary mining target. The BPLZ is a placer deposit, with gold present within a
heavy mineral suite dominated by pyrite and hosted within a conglomerate. The
BPLZ overlies the Blanket Facies, a 1.3 metre thick quartzite which has relatively low
gold grades and is not a principal target at Modder East. At the base of the Black
Reef is the Channel Facies, a 3 metre thick, erosional teature.

The UKQA and UK5A Reefs dip shallowly to the south between 6° and 12° with
mineralisation contained within sedimentary channel features. These channels
range from several tens of metres to hundreds of metres in width. At the Modder
East gold project, the UKSA and UKS5A Reefs have been drilled and evaluated
between 290 metres and 530 metres below surface.

34.2.2 Sub Nigel 1

The Sub Nigel gold mine is situated 1km northwest of the town of Nigel on the East
Rand. The Sub Nigel mine produced 15 million ounces of gold from the Nigel Reef
between 1809 and 1971. A total of 29.7 million tonnes of cre at an average head
grade of 15,7g/t were milled during this period. The 900m deep Sub Nigel 1 Shaft
is in the process of being re-commissioned and mining is expected to commence
in the first quarter of 2009 and is expected to produce 6,000 ounces of gold per
annum from a production rate of 6,000 tonnes of ore per month at a steady state
cost of ZAR 138,000 per kilogram. The ore from Sub ngel will initially be processed
through the Modder East plant.

A second phase during which mine production will be increased to 12,000 tonnes
per month is envisaged to follow the successful implementation of phase 1. In June
2008, Aflease announced a revised resource estimate for the Nigel Reef at Sub
Nigel, the Main Reef at Spaarwater and the Erosion Channel as shown below.



Table 1 — Mineral Resource Estimate (1, 2, 3, 4) at Sub Nigel and Spaarwater
(June 2008)

Indicated Mineral Resources

Gold Contained
Reef Unit Tonnes Grade Gold
(M) (g/t) (Moz)
Sub Nigel - Nigel Reef 298 3.21 0.308
Total Indicated 2.98 kA 0.308
Inferred Mineral Resources
Gold Contained
Reef Unit Tonnes Grade Gold
(Mt) (gt) (Moz)
Sub Nigel — Nigel Reet 0.36 2.36 0.027
Sub Nigel — Erosion Channel 0.83 572 0.15
Spaarwater — Main Reef 0.73 4,66 0.11
Spaarwater - Erosion Channel 0.47 570 0.09
Total Inferred 2,39 4.89 0.377

Notes:
1. Spaarwater Main Reef: A cut-off of 180cmg/t was applied.

2. The Mineral Resource estimale for the Nigel Reef target was prepared by Peter Camden-Smith,
M.5c., G.D.Eng., MBL, Pr.Sci.Nat. of Camden Geoserve and Charles Muller, B.Sc. (Hons), Pr.Sci.Nat.
of Global Geo Services, both independent geoscience consultants to Aflease. Both Camden-Smith
and Muller are competent persons for the purposes of SAMREC. The resource estimation process
was managed by Fiet van Straaten, B.5c., Pr.SciNat., Vice FPresident, Geology and Exploration,
Aflease and a competent person for the purposes of SAMREC, The resources were audited by Mark
Wanless of SAK Consulting.

3. Mineral Resources have been reported in accordance with the classification criteria of the SAMREC
Code.

4. Mineral rasources are not mineral reserves and do not have demonstrated economic viability.

3.4.2.3 Sub Nigel 6

The Big Pebble Marker and Nigel Reef prospects are both located on the western
extension of Viakfontein Gold Mine in the Nigel Magisterial district.

The resource estimation is based on work done by Camden Geo Services, utilising
histerical borehole and assay data from the 2,000 metre decline on-reef
development and 800 metre incline on-reef development. The resource lies between
2,000 and 2,600 metres below surface and is divorced from the flooded East Rand
Basin as a plug has been constructed between the West Vlakfontein decline and the
adjacent mine.

The estimated inferred resource is both SAMRBREC and Canadian Instrument
N143-101 compliant as will appear hereunder:

SAMREC Tonnes Gold Grade Gold Content
(Mt) (9/t) (Moz)

Inferred - SAMREC

Big Pebble Marker 15.10 5.89 277

Nigel Reef 68.27 3.34 7.34

Total Inferred 83.37 3.77 10.11

Note:

1. A cut-of of 300cmg/t was applied in determining the resource which is consistent with what the major
Witwatersrand mining houses have historically applied and a certain degree of selective mining may
be required.
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3.4.2.4

3.4.25

Sub Nigel 6 Inferred Resources NI 43-1(1

Reef Tonnes Grade Gold Content

(Mt) (g (Moz)
Main Reef 36,39 2.20 3.339
BPM 11.86 4.89 1.805
TOTAL 48.25 3.39 5.144
Notes:

1. The mineral resources have been reported in accordance with the classification criteria of the
SAMREC Code and the CIM standards of Canadian National instrument 43-101.
2. Snowden Mining Industry Consultants prepared the resource estimate appiying the SAMREC Code.

3. Charles Muller, B.Sc. (Hons). Pr.SciNat, of Minxcon, an independent geoscience consuitant,
prepared the resource estimate applying the Canadian National instrument 43-101. Charles Mulier is
a qualified person for the purposes of NI 43-101.

4. A cut-off of 300 cmg/t was applied by both Snowden and Minxcon.

5. A geological loss of 30 percent was applied by Snowden in terms of the SAMREC code whereas a
geological loss of between 54 — 70 percent (dependent on the various geozones) was applied by
Minxcon in terms of Nt 43-101

Mineral reserves are included in mineral resources.
7. Mineral resources are not mineral reserves and do not have demonstrated economic viability,

The resource estimation process was managed by Piet van Straaten, B.Sc., Pr.SciNat.,
Vice-President, Geology and Exploration, Aflease and a qualified person for the purposes of
NI 43-101.

New Kleinfontein and Turnbridge

The dormant New Kleinfontein and Turnbridge gold mines are situated near the town
of Benoni on the East Rand. Gold was first discovered at New Kleinfontein in 1894
and gold mining hegan at the New Kleinfontein Gold Mine in 1897. It is estimated
that, at the closure of the mine in 1967, approximately 298,000kg (9.5Moz) of gold
had been recovered from 45.7Mt of ore, principally from the Main Reef.

The New Kleiniontein property currently containg an audited inferred resource base
of 2.5 million tonnes grading 6.9 g/t for a total of 549,000 ounces of goid. The
Turnbridge property currently contains an audited Inferred resource base of
1.8 million tonnes grading 4.8 g/t for a total of 280,000 ounces of gold. Both the New
Kleinfontein and Turnbridge resource estimates have been calculated using a
300 cmgft cut-off grade.

Exploration activities are underway at the two properties with the aim of upgrading
the bulk of the resource to the indicated category. A mining right application has
been prepared to convert the existing prospecting right into a mining right, and wilt
be subn“{tted once the resource had been upgraded to the indicated category.

Holfontein
The 2,181ha Holfontein Project is contiguous with and due east of Modder East.

The Holfontein (TCL) Gold Mining Company Limited, a subsidiary of the Transvaal
Consolidated Lands & Exploration Company Limited, was started on the farm
Holfontein. It is unclear exactly when the Holfontein gold mine started, but a share
issue on 26 January 1937 gives some indication of its vintage. A shaft was sunk in
the south-eastern sector of the farm and a small amount of development was carried
out on the Main Reef.

Exploration activities have commenced in the prospect area. Work will initially focus
on Main Reef remnants above the water leve! together with drill indicated Upper
Leader Reefs {(3m to 30m above the Main Reef) in the north-eastern quadrant of the
Modder East prospect. Resources delineated on Modder East will then be used to
direct exploration activities on Holfontein in order to optimise the probability of
success.




3.4.2.6 Ventersburg

Aflease'’s 9,760 hectare Ventersburg Project is situated in the Witwatersrand Basin
in Free State Province east of the main Free State Goldfields, approximately 25km
southeast of the city of Welkom. Aftease announced in November 2006 that the
South African Department of Minerals and Energy had formally granted the
prospeciing right to Aflease for the Ventersburg Project.

Some 78 boreholes were drilled in and around the prospect area between 1948 and
2004. In the northern portion of the area, 32 drillhgles intersected the "A” Reef with
assay returns ranging from 1.31g/t to 30.35g/t gold over widths of up to 2.0m at
depths of between 530m and 860m. The Leader Reef, located some 100m below
the “A" Reef is also present in the area although it is less well developed.

The project area is located within a northerly trending graben structure, which is
bounded to the west by the Virginia Fault and to the east by the Ventersburg Fault.
A number of easterly trending normal faults transect the area, with downthrows to
the south. The “A" Reef dips shallowly to the west, east of the Virginia fault.

Allease commenced a diamond drilling program in May 2007 to establish continuity
of the reet horizon as well as the economic feasibility of the *A" Reef. Results of the
ongeing drilling program have not been included in the inferred mineral resource
estimate and the resource potential of the “A" Reef will be evaluated upon
completion of the drilling programme.

In February 2008 Aflease announced a new SAMREC compliant inferred mineral
resource estimate for its Ventersburg 1 project.

The table below shows the resource for Ventersburg as prepared by Minxcon.

Ventersburg Audited Resources

Tonnes Gold Grade Gold Content

(Mt) (gh) {Moz})
Inferred
‘A’ Reef 30.52 474 465
Note:

1. No cut-off was applied in determining the resource inasmuch as the larget area of the ore body is
situated in a well-defined payshoot,

The table below illustrates the inferred resource statement of Ventersburg:

Ventersburg Audited Inferred Resource
Tonnes  Gold Grade Gold Content

(Mt) (o) (Moz)
Inferred
NI 43-101- April 08
‘A’ Reef 30.374 4,76 4.64
Notes:

1. The mineral rescurces have been reported in accordance with the classification criteria of the
SAMREC Code and the CIM standards of Canadian National Instrument 43-101.

2. Snowden Mining Industry Consultants prepared the resource estimate applying the SAMREC Code.

3. Charles Muller, B.Sc. (Hons), PrSciNat, of Minxcon, an independent geoscience consuitant,
prepared the resource estimate applying the Canadian 43-101 National Instrument. Charles Muller is
a qualified person for the purposes of Ni 43-101,

Mineral reserves are inciuded in mineral resources.
Mineral resources are not mineral reserves and do not have demonstrated economic viability,
No cut-off was applied in determining the Ventersburg resource.

N D oA

The resource estimation process was managed by Piet van Straaten, B.Sc., Pr.Sci.Nat.,
Vice-President, Geclogy and Exploration, Aflease and a qualified person for the purposes of
NI 43-101.
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3.5

3.6

3.4.3 Namibia
3.4.3.1 Etendeka

Aflease has a 100 percent interest in Etendeka which hoids an Exclusive
Prospecting Licence for an area 65, 000 hectares in extent in respect of base and
rare metals, precious metals and precious stones. The property is located in the
QOutio district of north-western Namibia.

The potential for granites of the Fransfontein Granite Suite to host iron-oxide-copper-
gold (I0CG) mineralisation has been recognised and two exploration phases
completed to date.

Two drill target areas have been identified and drilling commenced in October 2008.

3.4.4 Mozambique
3.4.4.1 Tulo

Aflease holds a 100 percent interest in Noble Trade which in turn is the holder of a
Mining Concession for an area 21,760 hectares in extent in respect of gold and
tourmaline. The property is situated approximately 170 kilometres north of Lichinga,
the capital of Niassa Province in of north-western Mozambique. In terms of the sale
agreement dated 2 April 2008 and addenda thereto, the payment of R500 000 is
due and payable to Noble Trade on 1 January 2009. The payment will be settled by
the issue of Aflease ordinary shares issued at the 30-day VWAP per share.

The potential for both alluvial and primary mineralisation has been recognised.
Highly favourable geological setting with primary gotd contained within quartz veins
in metasedimentary volcanic rocks (greenstones).

Qualified person

Collin Hey is the “qualified person” (as such term is defined in SAMREC) who supervised the
preparation of and is responsible for the technical information in this pre-listing statement relating
to Aflease's projects (being the Southern African projects referred to in paragraph 3.4.2 to 3.4.4
above). Richard Clayton is the “qualified person” {as such term is defined in SAMREC who
supervised the preparation of and is responsible for the technical information in this pre-listing
statement relating to BMA's projects (being Australian projects referred to in paragraph 3.4.1
above). Collin Hey and Richard Clayton are both employees of SRK which is the independent
technical expert to both Aflease and BMA.

Neither Collin Hey nor Richard Clayton nor any related party to them has, or within two years of the
date of this pre-listing statement had any direct or indirect beneficial interest in: (i} any asset
acquired or disposed of by, or leased to, BMA; (ii) the share capital of BMA or (ifi} the promotion
of BMA,

Legal title or ownership rights

BMA is in possession of the necessary legal title or ownership rights to explore, mine or explore
and mine the relevant minerals set cut in Annexure 8 to this pre-listing statement.

BUSINESS MODEL AND CORPORATE STRATEGY

The combined management team of BMA upon implementation of the scheme intends to remain flexible
in its approach to the development of the BMA group's business and optimisation of value, taking into
account the results of its programs on various projects, changing business and competitive
environments and additional opportunities that may arise. Initially, management expects to focus on a
limited number of specific strategies.

The BMA organisation will be struciured to allow for the development of distinct and well-defined
objectives, business plans and budgets as well as a narrow focus for management and technical
positions with responsibilities and accountabilities in each division.

The primary focus of the BMA organisation will be the development of its South African gold
development assets to generate a strong cashflow to be applied towards further growth opportunities.




A formal process of project analysis and assessment will be used to prioritise efforts and allocate
resources for maximum benefit. This review will be undertaken on a continuous cycle, with peer input,
and where necessary external consuitants, to ensure that the most currently viable projects, rather than
the Mstorical favourites, are focused on.,

External growth will be assessed without distracting teams focused on existing operations. BMA
management will use its knowledge base and relationships to focus on identifying and acquiring
additional exploration rights in prospective areas in close proximity to the current portfolios in Australia,
South Africa, Namibia and Mozambique. Opportunistic growth in other areas may be pursued where
there is a high level of comfort that such activities will not impeded on the organic development
programme.

REASONS FOR LISTING ON THE JSE
The reasons for listing of the BMA shares on the JSE are as follows:

* On 17 September 2004 the SARB announced that non-South African companies can apply for an
inward listing of their shares on the JSE and use such shares as acquisition currency for South African
assets, subject to the approval of the SARB. The listing of BMAS shares on the JSE provides a
mechanism for facilitating the acquisition of Aflease pursuant to the scheme;

* Being listed on the JSE, a non-South African company can raise capital from South African investors,
which provides BMA with an additional market through which the efficient funding of the BMA group’s
South African projects and other African exploration and acquisition opportunities may be facilitated;

+ To assist in the execution of any additional BEE transactions that may present themselves as
opportunities to the BMA group, thus enabling the BMA group to further enhance its BEE status and
credibility; and

* To afford South African resident employees and institutional investors the opportunity to participate
directly in the equity and future growth of the BMA group.

BEE STATUS

Aflease, which will become a wholly owned subsidiary of BMA, is committed to the transformation of the
South African mining industry. To that end, Aflease has concluded two empowerment agreements which
comply with the Mining Charter. Under the Aflease structure, Micawber 400 and Micawber 472, two
Black Economic Empowerment companies with broad based stakeholders, have purchased 26 percent
of Aflease’s East Rand and Free State assets respectively on the condition that they contribute these
assets to the two joint venture arrangements in which these assets are empioyed. Aflease will contribute
the remaining 74 percent in each instance.

The control and operations of the joint ventures will be on a pro rata basis according to each party's
asset ownership. The BEE companies are required to pay for their 26 percent share of the assets over
an extended period of time. The price is market based and as such will nat be dilutive to current Aflease
shareholders.

Aflease has agreed to lend Micawber 400 and Micawber 472 funds for contribution to the joint ventures
for capital and operation costs. The loans will be repaid from profits.

Both agreements are conditional upon Aflease being granted new order mining rights and the Minister
of Minerals and Energy consenting to the cession of 26 percent of the relevant licences to the BEE
companies.

The BEE agreements will not be affected in any way by the acquisition of Aflease by BMA as Aflease will
continue to exist as a subsidiary of BMA.

RECENT DEVELOPMENTS
7.1 Recent developments of BMA

In 2008 BMA has progressed its near mine and regional exploration in an effort to discover
additional resources outside those contained within 309 and Lone Sister. This has consisted of:
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7.2

1. A RAB/Aircore drilling programme testing the southerly extensions of the main structural and
geochemical corridor between 309 and Lone Sister. The program will also test the Lone Sister
West target, within the western margin of a broad, well developed gold in soil anomaly possibly
representing an extension of the same system that formed Lone Sister. Follow up work is required;

2. A program of additional magnetics and IP {(with possible follow-up gravity) work, to the north of
309 and within the 309/Lone Sister corridor; and

3. Asmall folow-up RC programme to test anomalism identified by magnetic and IP work. Assay
results in October 2008 for this drilling revealed no significant gold intersections and a full
assessment of results is under way.

in November 2008 BMA and Aflease announced in a joint news release, that they had entered into
an agreement for BMA to acquire Afiease. The transaction is to be implemented by way of the
scheme, pursuant to which BMA will acquire all of the issued shares of Aflease in exchange for the
issuance of BMA shares. At closing, scheme participants will receive the scheme consideration
and BMA will change its name to Gold One International. BMA shareholders will continue to hold
their existing BMA shares. Based on the issued BMA shares and Aflease ordinary shares as at the
last practicable date and post the anticipated BMA consclidation, it is expected that current BMA
and Aflease shareholders will hold at closing approximately 4.2 percent and 95.8 percent,
respectively, of the issued BMA shares. On closing, it is proposed that the board of directors of
Gold One International will consist of 7 directors, comprising 5 nominees of Aflease, consisting
of Neal Froneman, Christopher Chadwick, Ken Dicks, Sandile Swana and Barry Davison and
2 nominees of BMA, consisting of Mark Wheatley and Ken Winters. The non-executive chairman of
the board of Gold One International will be Mark Wheatley and the President and chief executive
officer will be Neal Froneman. The directors and officers of the subsidiaries of Gold One
International (including Aflease) shall be determined by the board of Gold One International.

Recent developments of Aflease

On 18 June 2008 the Board of Aflease approved the first phase of the recommissioning of
Sub Nigel at a capital cost of ZAR 28.9 million after a detailed study showed a reasonable return
for a relatively small investment in infrastructure. The investment will serve to establish a number of
underground production areas over a six month period. Production ramp up will take place over a
further 6 month period, to produce 8,000 ounces of gold per annum from a production rate of
6,000 tonnes of ore per month at a steady state cash cost of ZAR138,000 per kilogram

The project will utilize the current infrastructure at Sub Nigel which is in excellent condition and will
access stoping areas from existing development. The are from Sub Nigel will initially be processed
through the Modder East plant which will have excess capacity until the latter reaches full
production in 2011.

The recommisioning of Sub Nigel opens the door for the establishing of an underground training
centre, which will provide quality training for production teams to be deployed at Modder East
during the production build up.

A second phase during which mine production will be increased to 12,000 tonnes per month is
envisaged to follow the successful implementation of phase 1.

In terms of an agreement entered into on 25 November 2008 between Aflease and Trinity, Aflease
is undertaking a 10 for 1 share swap with Trinity and will acquire, in a number of separate tranches,
not less than 3 million and not more than 7.5 million Randgold shares at a price per Aflease share
of not less than 95 percent of the 30 day volume weighted average traded price of Aflease shares
on the date of acquisition by Aflease of each tranche of Randgold shares to be acquired by it from
Trinity. The first tranche has been acquired and consisted of 3 millien Randgold shares in exchange
for 30 million Aflease shares at an agreed price of R13.00 per Randgold share and R1.30 per
Aflease share. The remaining tranches will be swapped during the period of 3 months following on
the 25 November 2008 at the price per Aflease share and the swap ratio as stated above. At the
end of that period all obligations with regard to Randgold shares not yet swapped, will terminate.

Aflease will look to dispose of the Randgold shares in order to raise additional capital. Trinity has
undertaken to use its best commercial endeavours to assist in the sale of the Randgold shares for
and on behalf of Aflease.




The acquisition of the first tranche of Randgold shares is not subject to any conditions precedent.

Aflease will not be obliged to acquire from Trinity any subsequent tranches of Randgold shares put
to Aflease in terms of the Trinity Agreement entered inta on 25 November 2008 between Aflease
and Trinity, untess all Randgold shares already acquired by Aflease in terms of the agreement have
been disposed of to the satisfaction of Aflease.

8. PROSPECTS FOR THE BMA GROUP

8.1

8.2

8.3

8.4

In the opinion of the BMA directors and the Afiease directors, the rationale for combining BMA's
business with Aflease's business through the scheme is to create a growth-focused international
gold developer, with significant production potential, that will benefit from:

8.1.1 an attractive portfolio of gold assets in Southern Africa and Australia, including the Modder
East mine on the East Rand of Gauteng in South Africa which is close to production;

8.1.2 a gold resource of more than 15 million ounces (31.81m tonnes at 2.87 g/t for 2.94m ounces
of measured and indicated material) and 100.79m tonnes at 3.73 g/t for 12.07m ounces of
inferred material in South Africa and 195,000 ounces of gold at 7.3 gft Au including
70,000 ounces of inferred material at 7.8 g/t Au in Australia) providing it with a robust project
pipeline and growth profile;

8.1.3 a strong executive team with significant industry experience and a diverse skills set;

8.1.4 access to global capital markets and increased liquidity given iistings on two key resource
stock exchanges and share registers with strong institutional compositions,; and

8.1.5 the capability to grow into a mid-tier international precious metals producer with a premium
market rating.

The management of BMA and Aflease believe that Gold One International will be able to generate
value and growth from the resuiting mix of projects and skills of the combined business, and that
the capital markets will recognise and reflect this value. The combined business will unify Aflease’s
South African, Namibian and Mozambican assets with BMA's properties in Australia. The
combination of the two businesses will create a prospective suite of projects which range from the
Twin Hills epithermal gold exploration project in the Drummond Basin of Queensland, through to
advanced stage gold development projects such as Modder East and Sub Nigel on the East Rand
of South Africa. The depth of the project portfolic would provide management the opportunity to
more discerningly prioritise projects and utilise its exploration and development teams in order to
progress each project. This diversifies the BMA and Aflease businesses from a geological and an
operating risk perspective.

From a management and technical skills perspective, similar benefits are expected from the
combinaticn of the two businesses. Existing skills from the two companies will be better utilised
across the wider set of assets. In particular, the skills BMA has from an exploration and geological
perspective will benefit certain of Aflease’s projects and Aflease’s engineering and operational
capabilities will be applied to BMA's projects. Importantly, in the current competitive environment
for skills, the combined business will have a larger asset base and better opportunities than either
of the two combining businesses has on a stand-alone basis. Management believes that these
opportunities would allow it to retain and more readily attract the skills required to fully realise the
potential of the underlying assets.

As a larger gold development and exploration business, management also expects to realise
further benefits relative to smaller competitors. This is expected to include greater leverage with
suppliers and service providers, which may translate into cost savings and is expected to allow for
reduced lead-times and more expedited scheduling. Related benefits are expected in areas such
as logistics, with an integrated team coordinating movement of people, equipment, consumables
and eventually product.
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8.5

8.6

8.7

8.8

8.9

Management also believes that the combined business will be more atiractive as an exploration or
development partner for existing mineral rights holders in various parts of South Africa, Australia
and throughout the world. Similarly, various levels of host governments, communities and other
constituents are expected to view favourably the increased capabilities of the combined business
in respect of advancing projects in a progressive and respensible manner.

Capital markets access is expected to improve by combining the two businesses. Upon
implementation of the scheme an ASX listing would ensue, providing Gold One International with
access to global capital markets. Due to the lack of mid-tier gold producers listed on the ASX,
Gold One international is expected to draw much attention from the global investment community
an the ASX. This should allow the combined business to access broader pools of institutional and
retail funds in Australia and South Africa as well as the international markets in general. With the
distinct listings and an active investment community following in each of Australia and South Africa,
management expects the combined business to be subject to less market specific volatility and to
be less reliant on either market for funding.

The combined management team intends to remain flexible in its approach to the development of
its business and optimisation of value, taking into account the results of its programs on various
projects, changing business and competitive environments and additional opportunities that may
arise. Initially, management expects to focus on a limited number of specific strategies.

A formal process of project analysis and assessment will be used to prioritise efforts and allocate
resources for maximum benefit. This review will be undertaken on a continuous cycle, with peer
input, and where necessary external consultants, to ensure that the most financially advantageous
projects are focused on.

External growth will be assessed without distracting teams focused on existing operations.
Management will use its knowledge base and relationships to focus on identifying and acquiring
additional exploration rights in prospective areas in close proximity to the current portfolios in South
Africa, Namibia, Mozambigque and Australia. Opportunistic growth in other areas may be pursued
where there is a high level of comfort that such activities will not impede the organic development
program.

EXPLORATION TENEMENTS

The technical report of SRK on BMAs and Aflease's projects is aitached as Annexure 7 to this
pre-listing statement. The full report is available on Aflease’s website at www.afleasegoid.com and on
BMA's website at www.bmagold.com.au and is available for inspection in terms of paragraph 46 below.

MINERAL AND SURFACE RIGHTS

Detaits of the BMA group's and Aflease group’s mineral and surface rights as at 4 December 2008, are
set out in Annexure 8 to this pre-listing statement. BMA and Aflease and their respective subsidiaries are
not involved in any material legal or arbitration proceedings, nor are the directors of BMA or Aflease
aware of any proceedings which are pending or threatened, which may have a material influence of
BMA's or Aflease’s right to explore or mine its properties.




1.1

1.2

PART B -

DIRECTORS AND SENIOR MANAGEMENT OF THE BMA GROUP

11. DIRECTORS AND SENIOR MANAGEMENT

Proposed directors of BMA after implementation of the scheme

The names, ages, naticnalities, business addresses and proposed functions of the individuals
proposed to be the directors of BMA after implementation of the scheme are set out below:

Name, age and nationality Business address Proposed function
Executive
Neal John Froneman# First Floor, 46 Empire Road President and Chief
{49) {South African) Parktawn Executive Officer

2193 _
Christopher Damon Chadwick# T  First Floor, 45 Empire Road Chief Financial Officer
{40) {South African) Parktown

2193
Non-Executive
Mark Kenneth Wheatley* Level 3, 100 Mount Street Non-executive chairman
{46) (Australian) Sydney

NSW

2060
Kenneth John Winters* Level 3, 100 Mount Street Non-executive director
(61) (Australian) Sydney

NSW

2060
Ken Victor Dicks# 85 Otio Street Non-executive director
(69) (South African) Wilkoppies

Klerksdorp

2571
Sandile Swana Building 3, Viseomed Office Park Non-executive director
(40) (South African) # 269 Beyers Naude Drive

Northcliff

2195
Barry Davison 26 Egret Lane Non-executive director
(63) (South African) Steenberg Estate

Tokai, Cape Town

7945

* Director of BMA at the last practicable date.
# Director of Aflease at the last practicable date.
t Financial director for JSE Listings Requirements purposes.

Qualifications and experience of the proposed directors of BMA after implementation of the
scheme
11.2.1 Neal John Froneman B.Sc (Mechanical Engineering), B.Compt

Mr Froneman joined the Uranium One Group as chief executive officer of Aflease in
April 2003 and was until recently chief executive officer of both Aflease and Uranium One Inc.
He is a registered professional engineer, with both a manager and engineers government
certificate of competency. Mr Froneman has over 25 years of relevant industry experience.
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11.2.2

11.2.3

11.2.4

11.2.5

11.2.6

11.2.7

Christopher Damon Chadwick B Compt (Hons) (UNISA), CTA, CA(SA)

Mr Chadwick joined Aflease as chief financial officer in July 2008. He has held executive
positions in a wide range of industries, both with local South African companies and
multinationals including: Commercial Airways (Pty) Limited, New Age Beverages (Pty)
Limited, The Kelly Group (Pty} Limited, Leo Burnett (Pty) Limited, Dell Computers
{Pty) Limited and The Peu Group {Pty) Limited, before joining Aflease. Mr Chadwick
qualified as a Chartered Accountant in 1991,

Mark Kenneth Wheatley BE (Chem Eng Hons 1), MBA

Mr Wheatley was appointed to the position of managing director and chief executive
officer of BMA on 10 July 2006. He was chief executive officer of Toronto listed Uranium
One, Southern Cross Resources Inc from September 2003 to December 2005 and
Chairman from June 2004 to December 2005.

Prior to 2003, Mr Wheatley was General Manager Corporate Development for Aurion Gold
Limited (previously Goldfields Limited), and prior thereto, he served as a Senior Vice
President within the global mining team of Bankers Trust Australia Limited. Mr Wheatley
started as a trainee for BHP at Port Kembla Steelworks in 1979 and worked in a number
of technical and commercial roles over the following 17 years.

Mr Wheatley continues o serve as a non-executive director of Southern Cross, renamed
Uranium One Inc, following the merger with Aflease and Uranium Resources Limited in
December 2005. Mr Wheatiey also served as non-executive director of St Barbara Limited
from November 2003 to August 2006.

Kenneth John Winters BCom

Mr Winters was appointed a director of BMA on 2 August 2005. He has held positions at
operational level and in finance and commercial aspects of a number of listed mining
companies since 1979. He formerly held a position of chief financial officer for Highlands
Gold Limited and alternate director from November 1983 to January 1897. He was also
company secretary for Mt Lyell Mining Company Limited from May 1997 to December
1998 and CBH Resources Limited May 2001 to September 2004.

Ken Victor Dicks

Mr Dicks has a mining manager’s certificate in metalliferous and coal mining. He is a
former non-executive director of Aflease and Uranium Resources Limited. He held
several executive positions in the Anglo American group.

Sandile Swana B Com MBA

Mr Swana has B.Com degree from the University of the Witwatersrand and an MBA from the
University of Pretoria, He is the chairman of Kabusha Mining and Finance and former
chairman of Sub-Nigel Gold Mine Limited. He is graduate of the Anglo American Corporation
Cadet Scheme and has worked for multi-nationals Caltex Oil and the New York Times.

Barry Davison BA (Law and Economics)

Mr Davison is ong of the pre-eminent mining executives in Scuthern Africa, with over 40
years' experience in the industry. He served as director of several companies, including
Anglo American plc, Nedbank Group and chaired Anglo American Platinum Corporation
Limited from 2001 to 2006.




11.3  Directors of subsigiary companies
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The names, ages, naticnalities, business addresses and functions of the directors of subsidiaries of
BMA, after implementation of the scheme, who will not also be a director of BMA, are set out below:

Name, age and nationality Business address Proposed function
Pierre Baart Kruger First Floor, 45 Empire Road Company Secretary
(54) (South African) Parktown

2193
tzak Johannes Marais First Floor, 45 Empire Road Chiet Operating Officer
{40} (South African) Parktown

2193
Savannah Nonhlanhla 93 Protea Road Non-executive director
Maziya-Sandanezwe Chislehurston
{40) (South African) Sandton

2196

None of the abovementioned directors Is independent.

Qualifications of directors of subsidiaries

11.4.1

11.4.2

11.4.3

Pierre Baart Kruger B. Com_, LLB, H Dip Company Law

Mr Kruger is a former non-executive chairman of New Kleinfontein Mining Company
Limited. Prior to joining Aflease as legal counsel and company secretary in January 2007,
he served on the board of Aflease as a non-executive director. He is an admitted attorney,
notary and conveyancer and practiced as such on the East Rand for 26 years before
joining Aftease fulltime.

izak Johannes Marais BSc Mining Engineering, MBA

Mr Marais has 15 years experience in the South African mining industry. He has worked
in various deep and shallow gold mines belonging to the Gencor and Goldfields groups
between 1993 and 1998, in positions of miner, shift boss, mine overseer and uttimately
underground manager.

After compieting his MBA in 1999, he spent 18 months on corporate development in the
Goldfields Limited head office, holding the position of benchmarking manager for the
Goldfields group. Between June 2001 and April 2003, he was the operations manager for
the hydropowered Ultra Deep No 4 shaft in Goldfields’ Kloof division.

Between May 2003 and October 2007, he joined the opencast junior miner, Sallies
Limited as managing director of its only operation. After being promoted to chief
executive officer in 2005, he was responsible for the group’s two operations, the second
of which he was instrumental in acquiring, while maintaining responsibility for the group’s
operations, international exports and mining rights applications, gaining wide exposure
to open cast- and flotation plant operations.

Mr Marais holds both a Ming Overseer's certificate (1994) and a Mine Manager's
certificate (1994). He joined Aflease in November 2007 as chief operating officer.

Savannah Nonhlanhla Maziya-Sandanezwe BA (Finance and Broadcast Science) MBA

Ms Maziya-Sandanezwe holds a BA (Finance and Broadcast Science) from Bridgewater
University in the USA and an MBA from De Montford University in the United Kingdom,
with a focus in finance and strategic planning. She has a solid corporate finance and
mining background. She is the president of Bunengi Holdings (Pty) Limited. She is a
former chief executive officer of the African Broadcast Network, and a director of the
Construction Industry Development Board of Public Works.
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11.0 Froposed senior onicers ana managers (non-directors) of biviA aner implementation ot

the scheme

The names, ages, nationalities, business addresses and proposed functions of the individuals
proposed to be senior officers and managers of BMA after implementation of the scheme, who
will not also be a director of BMA are set out below:

Name, age and nationality

Business address

Proposed function

Izak Marais First Floor Chief Operating Officer
(40) South African 45 Empire Road
Parktown
2193
Pierre Kruger First Floor Legal Counsel and
(54) South African 45 Empire Road Company Secretary
Parktown
2193
Jost Barenberg First Floor Vice President: Mining
(56} South African 45 Empire Road
Parktown
2193
Piet van Straaten First Floor Vice President:
{59) South African 45 Empire Road Geology and Exploration
Parktown
2193
Adrian Reynolds First Floor Vice President:
{60) South African 45 Empire Road Engineering Projects
Parktown
2193
Kellie Pickering Level 3, 100 Mount Sireet Manager: Corporate
{33) {(Australian) Sydney Accounting and Finance
NSW
2060
Johann Mouton fFirst Floor Vice President:
(54) (South African) 45 Empire Road Metallurgy
Parktown
2193

Qualifications and experience of senior officers and managers (non-directors) of BMA after

implementation of the scheme other than detailed above

11.6.1

11.6.2

Jost Barenberg B Sc Mining Engineering

Mr Barenberg is & mining engineer with extensive production, technical and senior
management experience in base metal mining from 1977 to 1993 with Tsumeb
Corporation Limited in Namibia. His initial surface, shallow and deep level underground
gold mining experience was acquired at Goldfields Limited in South Africa and Ghana
from 1994 to 2003. Mr Barenberg joined the Uranium One group in July 2005 and was
initially employed at the Dominion Reefs Uranium Mine, before moving to Aflease in
June 2007.

Piet van Straaten B Sc MDP (Pr. Sci. Nat)

Mr van Straaten has 25 years of Witwatersrand experience. He worked as a senior
geologist on Buffelsfontein Gold Mine and as consutting geologist for SAMEX on Loraine,
Freddies, Steyn and ERPM Gold Mines. He joined Harmony Gold Mine Limited in 1983 as
section head geologist where he successfully led geoiogical valuation teams in
due diligence exercises on Unisel, Saaiplaas and Brand gold mines. These mines were



1.7

11.6.3

11.6.4

11.6.5
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promoted to Group Consulting Geologist at Harmony Gold Mine Limited and left in 1998
to pursue an expatriate career. He worked for a number of international mining companies
in the Democratic Republic of Congo and Angola over a period of seven years where he
managed alluvial and kimberlite diamond mines. Mr van Straaten has now returned to his
roots in his capacity as vice president for Aflease.

Adrian Reynolds Mechanical Engineering Diploma

Mr Reynolds has 30 years experience in the mining industry. His main specialty is project
development and project management, and he has experience in the South African and
West African environments. He was site manager for Randgold Resources Limited at
Morila gold mine in Mali, West Africa.

Keliie Pickering B Comm (Merit}, CA (Aus)

Kellie joined BMA as group manager of accounting and finance in January 2008. Kellie
has held senior finance positions in a wide range of industries in Sydney and London.
Kellie has diverse experience with local Australian companies and muitinationats
including: AAPT Limited, Ernst & Young (Sydney and London), Enron Corporation, and
Walt Disney International. Kellie qualified as a chartered accountant with Ernst & Young
in 1999.

Johann Mouton Higher National Dip, Metallurgy

Johann is a qualified metallurgist with over 20 years’ experience. Johann previously held
senior management positions at Harmony Gold Mining Company Limited and more
recently Uranium One.

Other directorships and partnerships held by the directors of the BMA group

The names of all other companies and partnerships in which the individuals proposed to be
directors of BMA after implementation of the scheme have been a director or a partner in the five
years preceding the date of this pre-listing statement are set out in Annexure 14 to this pre-listing
statement, excluding the subsidiaries of a company of which the person is also a director.

12. APPOINTMENT, QUALIFICATION, REMUNERATION AND BORROWING POWERS OF DIRECTORS

121

12.2

Relevant provisions from the constitution of BMA

The relevant provisions of the constitution of BMA, providing for the appointment, qualitication,
remuneration and borrowing powers of its directors, are set out in Annexure 11 to this pre-listing
statement.

Service contracts and terms of office

12.2.1

Mark Kenneth Wheatley

BMA engaged Mr Wheatley as managing director and chief executive officer on
10 July 20086.

On 12 March 2008, BMA entered into a revised executive services agreement with
Mr Wheatley, to confirm the terms of his employment as the managing director and chief
executive officer of BMA. This agreement includes the following material terms:
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12.2.2
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officer of BMA on a reduced salary basis until such time as a new project is acquired
by BMA, at which time his salary shall be increased accordingly:

» Salary: BMA shall pay Mr Wheatley a base salary of AUD200,000 per annum including
superannuation. From 1 June 2008 until such time a new project is introduced into the
Company, the role will reduce to 3 days per week with a pro-rata decrease in salary;

¢ Short Term Performance Bonus: If a business combination occurs with a third party
group that is cash rich, BMA shall pay Mr Wheatley a cash bonus at the rate of
1 percent of the market capitalisation of BMA at the date of shareholder approvai or
financial close of the business combination, which ever is earlier, and this payment will
be capped at $200,000;

* Long Term Performance Bonus: subject to shareholder approval, BMA shall issue
15,000,000 options to Mr Wheatley exercisable at 5 cents each within five years of
issue and vesting in five tranches of 3,000,000 options on 1 September 2008, 1 March
2009, 1 September 2009, 1 March 2010 and 1 September 2010 respectively;

» Other Employment: Mr Wheatley may not participate in other paid employment
without the written consent of the company;

* Termination: Mr Wheatley's employment may be terminated:
- by Mr Wheatley on three months' written notice to BMA:

- by BMA by making a cash payment to Mr Wheatley of 12 months’ base salary plus
a performance bonus of 1 percent of the market capitalisation of BMA based on the
5-day VWAP and all unvested options which would vest with their original expiry
dates; or

- by BMA immediately if Mr Wheatley is involved in serious or wilful misconduct or
consistent poor performance;

* Redundancy: In the event of redundancy, Mr Wheatley is entitled to a payment of the
greater of one year’s base salary, or the payment of three months base salary plus two
weeks base salary per year of service. Any short terms accrued bonus to the time of
being made redundant would also be paid.

The agreement is otherwise on standard commercial terms usual for an agreement of
this nature.

Kenneth John Winters

BMA entered into a service agreement with executive director finance and company
secretary, Ken Winters on 29 November 2006 that include the following material terms:

« BMA engaged Mr Winters as a contractor {o provide the services of executive director
finance and company secretary.

* The service agreement will remain in force untit it is terminated by either Mr Winters or
BMA in accordance with the provisions of the service agreement.

* Mr Winters is paid the contract rate of AUD130 per hour plus GST.

+ Mr Winters is entitled to a performance bonus amounting up to AUD100,000 per
annum on successful completion of performance criteria (no performance bonuses
entitlement has been paid pursuant to this provision).

» |f the executive responsibilities of Mr Winters are terminated because of the restructure
or merger of BMA with ancther company, Mr Winters is entitted to immediate
termination compensation of AUDS0,000 which is a fixed amount payable in cash.




1£.£.3 Neai rFroneman

i2.2.4

On 13 May 2008 Aflease entered into a service agreement with Mr Froneman as president
and chief executive officer. The effective date of the agreement is 22 February 2008 and
includes the following material terms:

Services: As assigned by the board of directors from time to time.

Incentive Compensation: No fixed incentive plan. May participate in such plans and
programs which may be provided by Aflease from time to time to its senior executives.

Share Options: Will be granted in terms of the Aflease employee share option
scheme. First grant of 1,753,850 shares at a 5 percent discount to the 30 day volume
weighted average price on the day of issue. Eligible to receive additional share options
as provided by Aflease from time to time to its senior executives.

Other Employment: Obliged to devote all his working time and attention exclusively
to the business of Aflease.

Termination by Aflease: Aflease may terminate Mr Froneman's employment (other
than for a reason justified in law for summary dismissal)} on three months' notice in
which event Aflease will pay Mr Froneman:;

- Any unpaid base salary up to date of termination;
- 20 percent of base salary for the days actually worked in the applicable fiscal year;

— An amount equal to two times the base salary payable in 12 egual monthly
instalments.

Termination by Mr Froneman: Mr Froneman may terminate his employment with
Aflease for good reason (as defined) in which event the amounts referred to above
become due and payable by Aflease. "Good Reason” includes any action by Aflease
which constitutes legal constructive termination or a change in control resulting in a
material change in job content or position.

Christopher Chadwick

On 10 June 2008 Aflease entered into a service agreement with Mr Chadwick as chief
financial officer. The effective date of the agreement is 1 July 2008 and includes the
following material terms:

Services: As assigned by the board of directors and chief executive cfficer from time
to time.

incentive Compensation: No fixed incentive plan. May participate in such plans and
programs which may be provided by Afiease from time to time to its senior executives.

Share Options: Will be granted in terms of the Aflease employee share option
scheme. First grant of 1,067,000 shares at a 5 percent discount to the 30 day volume
weighted average price on the day of issue. Eligible to receive additional share options
as provided by Aflease from time to time to its senior executives.

Other Employment: Obiliged to devote all his working time and attention exclusively
to the business of Aflease.,

Termination by Aflease: Aflease may terminate Mr Chadwick’s employment (other
than for a reason justified in law for summary dismissal) on three months’ notice in
which event Aflease will pay Mr Chadwick:

- Any unpaid base salary up to date of termination;
- 20 percent of base salary for the days actually worked in the applicable fiscal year;

- An amount equal to one and a half times the base salary payable in 12 equal
monthly instaiments.
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124

rerminaticn Dy Mr ChadwiCK. VI LnaGwiCk imay terminale mis empioyment wiln
Aflease for good reason {as defined) in which event the amounts referred to above
become due and payable by Aflease. "Good Reasen” includes any action by Aflease
which constitutes legat constructive termination or a change in control resulting in a
material change in jeb content or position.

Save as disclosed above, there are no existing or proposed service agreements, either
wriiten or oral, relating to the directors.

Proposed remuneration

The total aggregate remuneration and benefits to be paid to the individuals proposed to be
directors of BMA after implementation of the scheme has not yet been determined. Such
remuneration and benefits will, however, be market related for mineral resource exploration
companies listed on the ASX.

Historical remuneration

12.4.1

12.4.2

Directors of BMA (consolidated basis)

The total amount of remuneration paid or accrued as payable tor the preceding financial
year ended 31 December 2007 to the directors of BMA who are proposed to remain as
directors of BMA upon the scheme becorming operative was AUD 425,409 and was
broken up as follows:

Other
Directors’ Basic Retirement material
Name fees salary Bonuses Allowance benefits  benefits Total
Executive:
M Wheatley - 247,980 - - 12,686 - 260,666
K Winters - 164,743 - - - - 164,743

At the last practicable date, no shares were aliotted to BMA directors in terms of share
purchasefoption scheme for employees, or any other scheme or structure affected
outside of BMA which achieves substantially the same objectives as a share
purchasefoption scheme, which have been fully paid for.

At the last practicable date, there were no fees paid or accrued as payable to a third party
in lieu of BMA directors’ fees.

For the six months ended 30 June 2008:

Other
Directors' Basic Retirement material
Name fees salary Bonuses Allowance benefits benefits Total
Executive:
M Wheatley J 87.221 - - - 6,112 - 93,333
K Winters 31,837 - - - - - 31,837

Directors of Aflease (consolidated basis)

The total amount of remuneration paid or accrued as payable for the preceding financial
year ended 31 December 2007 to the directors of Aflease who are proposed to be
appointed as directors of BMA after implementation of the scheme was ZAR217,722 and
was broken up as follows:

Other

Directors’ Basic Retirement material
Name fees salary Bonuses Allowance  benefits  benefits Total
N J Froneman - - - - - - -
Non-Executive: - - - - - - -
K V Dicks 102,000 ~ - - - - 102,000
Sandile Swana 115,722 - - - - - 115,722




For six months ended 30 June 2008;

Other

Directors’ Basic Retirement material
Name fees salary Bonuses Allowance  benefits  benefits Total
Executive
N J Froneman* - 600,000 - - - - 600,000
Non-Executive:
K ¥ Dicks 23,925 36,000 - 9,811 - - €9,736
Sandile Swana 52,350 - - - - - 52,350

* Whilst Neal Froneman and Jean Nortier were chief executive officer and chief financial officer respectively of
both Uranium QOne and Afiease, they were not paid any remuneration by Aflease. However, Aflease paid a
monthly management fee of R145 500 to Uranium One for the services provided by various individuals
including Neal Froneman.

13. DIRECTORS’ INTERESTS

13.1

Directors’ interests in BMA shares

Upon implementation of the scheme and based on the number of BMA shares, post the
anticipated BMA consolidation or Aflease ordinary shares (as applicable) held as at the last
practicable date, the individuals proposed to be directors of BMA upon the scheme becoming
operative will hold the following number of shares in the issued share capital of BMA:

Beneficial Percentage of
Name Direct Indirect Total issued capital™
Executive:
N J Froneman 3,870,000" - 3,870,000 0.67
Non-executive:
Mark Kenneth Wheatley - 332,500 332,500 0.06
Kenneth John Winters 77,001 81,250 158,251 0.03
K V Dicks - -
Sandile Swana 50,000 - 50,000 0.01

* 3 700 000 of these are single stock futures.

Upon implementation of the scheme and based on the number of BMA shares, post the
anticipated BMA consolidation and Aflease ordinary shares in issue as at the last practicable
date.

There has been no change in the holdings of the individuals set out in the table above between
30 June 2008 and the last practicable date.
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13.2 Directors Interesis In share optlions

Upon impiementation of the scheme and based on the number of BMA options post the
anticipated BMA consolidation or Aflease options (as applicable) held as at the last practicable
date, the individuals proposed to be directors of BMA upon the scheme becoming operative will
hold the following number of options over BMA shares:

Aflease staff share options Aflease retainment share options

Number of Number of
Exercise shares shares
Date Price per under Date Price per under
Name granted option option granted option option
{cents) (cents)
Executive:
N J Froneman 24/06/2008 204 1,753,850 24/06/2008 204 2,352,941
N J Froneman 11/12/2008 5% 1,964,786 - - -
discount
to 30-day
VWAP on
11/12/08
C D Chadwick 12/06/2008 201 1,067,000 12/06/2008 201 1,492 537
C D Chadwick 11/12/2008 5% 820,038 - - -
discount
to 30-day
VWAP on
11/12/08
M Wheatley
— Listed options  12/10/2007 0.50 6,000 - - -
— Unlisted options 03/10/2006 6.10 125,000 - - -
12/03/2008 1.00 750,000 - - -
K Winters
- Listed options  12/10/2007 0.50 23,100 - - -
— Unlisted optiocns 12/03/2008 1.00 375,000 - - -
Non-executive
K V Dicks 11/12/2006 280 287,671 - - -
K V Dicks 20/12/2007 262 150,000 - - -
K V Dicks 11/12/2008 5% 150,000 - - -
discount
to 30-day
VWAP on
11/12/08
S Swana 11/12/2006 280 287,671 - - -
S Swana 20/12/2007 262 150,000 - - -
S Swana 11/12/2008 5% 150,000 - - -
discount
to 30-day
VWAP on
11/12/08

Barry Davison




14.

13.3

13.4

13.5

13.6

Directors’ interests in transactions and assets

Other than the benefits prescribed under the service agreements summarised in 12.2 above and
13.5 below, none of the individuals proposed to be directors of BMA upon the scheme becoming
operative had any material interest, whether direct or indirect, in transactions effected by BMA or
Aflease during the current or the preceding financial year or any preceding financial year which
remain in any respect outstanding or unperformed.

None of the individuals proposed to be directors of BMA upon the scheme becoming operative
nor any related party of such individual has, or within two years of the date of this pre-listing
statement had, any direct or indirect beneficial interest in, including any interest in the
consideration passing to or from: (i) any asset (including any right to explore for minerals)
acquired or disposed of by, or leased to or by, BMA or Aflease or (ii) the promotion of BMA or
Aflease.

Directors’ loans

No loans have been made by the BMA group to any of its directors or managers and no security
has been furnished by the BMA group on behalf of any of its directors or managers.

Directors’ inducements

In accordance with their respective service contracts, Mark Wheatley and Ken Winters will
become entitled to certain payments in cash following the implementation of the scheme. A short
term performance bonus will be payable to Mark Wheatley amounting to the lesser of 1 percent
of the market capitalisation of BMA at the date of shareholder approval of the acquisition and
AUD200,000. In addition, redundancy payments will be payable to Mark Wheatley and Ken
Winters on termination of their executive responsibilities with BMA in the respective amounts of
AUD200,000 and AUDS0,000 (each pursuant to the terms of their respective service contracts,
as summarised in paragraph 12.2 of this pre-listing statement). Otherwise, no payment has been
made, either in cash or securities or otherwise, or is proposed to be made, to any director of BMA
upon the scheme becoming operative or to any company in which he is beneficially interested,
directly or indirectly, or of which he is a director or to any partnership, syndicate or other
association of which he is a member, as an inducement for that director to become a director
of BMA.

Third party management

No business of BMA or any of its subsidiaries or any part thereof is managed or is proposed to
be managed by a third party under a contract or arrangement.

DIRECTORS’ DECLARATIONS

None of the individuals proposed to be directors of BMA after implementation of the scheme, with the
exception of Mark Wheatley and Kenneth Winters who acted as executive directors of BMA when it was
under administration as set out in 14.8 below, have:

141

14.2

14.3

14.4

14.5

14.6

14.7

ever been convicted of an offence resulting from dishonesty, fraud and embezzlement;
ever been adjudged bankrupt or been sequestrated in any jurisdiction;

ever been party to a scheme of arrangement or made any other form of composition with their
creditors;

at any time assigned their estate, suspended payment or compounded with their creditors;

ever been found guilty in disciplinary proceedings by an employer or regulatory authority, due to
dishonest activities;

ever been harred from entry into any profession or occupation,

ever been convicted in any jurisdiction of any criminal offence;
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14.8 ever acted as executive directors of any companies at the time of or within the 12 months
preceding any of the following events in relation to such companies: receiverships. compulsory
liguidations, creditors’ voluntary liquidations, administrations, company voluntary arrangements
liguidations, or any composition or arrangement with their creditors generally or any class of
creditors;

14.9 ever been a partner at the time of or within the 12 months preceding any of the following events
in relation to such partnerships: compulsory liquidations, administrations or partnership voluntary
arrangements,

14.10 ever been involved in a receivership in respect of his assets or in respect of the assets of a
partnership in which he was a partner at the time of or within the 12 months preceding such event;

14.11 ever been disqualified by a court from acting as a director of a company, or from acting in the
management or conduct of affairs of any company; or

14.12 ever been the subject of public criticisms by statutory or regulatory authorities, including
recognised professional bodies.

DIRECTORS’ RESPONSIBILITY STATEMENT

The table below sets out the directors of BMA and Aflease at the last practicable date:
Directors of Aflease Directors of BMA
Executive: Executive:

N J Froneman M K Wheatley

I J Marais K J Winters

C D Chadwick

Non-executive Non-executive

S Zungu M O’Keeffe*

K V Dicks

S N Maziya-Sandanezwe

S Swana

*Independent.

The directors of BMA as at the last practicable date, whose names are disclosed above, accept,
coliectively and individually, full responsibility for the accuracy of the information with respect to BMA
given in this pre-listing statement and certify that, to the best of their knowledge and belief, no facts have
been omitted from this pre-listing statement which would make any statement with respect to BMA false
or misleading, and that they have made all reasonable enquiries to ascertain such facts and that this
pre-listing staterment contains all information required by law and the JSE Listings Requirements.

The directors of Aflease as at the last practicable date, whose names are disclosed above, accept,
collectively and individually, full respensibility for the accuracy of the information with respect to Aflease
given in this pre-listing statement and certify that, to the best of their knowledge and belief, no facts have
been omitted from this pre-listing statement which would make any statement with respect to Aflease
false or misleading, and that they have made all reasonable enquiries to ascertain such facts and that
this pre-listing statement contains all information required by faw and the JSE Listings Requirements.



PART C -

FINANCIAL INFORMATION

16. HISTORICAL FINANCIAL INFORMATION

16.1

16.2

Financial information relating to Aflease

The extracts of the historical audited consolidated financial statements of Aflease for the three
financial years ended 31 December 2005, 31 December 2006 and 31 December 2007 are set out
in Annexure 1 to this pre-listing statement. The reviewed results of Aflease for the six months
ended 30 June 2008 are set out in Annexure 2 to this pre-listing statement. The financial
statements up to and including 31 December 2005 were prepared according to SA GAAP. The
subsequent financial statements have been prepared in accordance with IFRS and the
31 December 2005 consolidated numbers have been restated to IFRS.

Financial information relating to BMA

The extracts of the historical audited consolidated financial statements of BMA for the four
financial years ended 31 December 2004, 31 December 2005, 31 December 2006 and
31 December 2007 are set out in Annexure 3 to this pre-iisting statement. The reviewed results of
BMA for the six months ended 30 June 2008 are set out in Annexure 4 to this pre-listing statement.
The 31 December 2005 (and subsequent years) financial statements were in accordance with
Australian IFRS (and consequently IFRS as Australian IFRS is equivalent to IFRS) and the
31 December 2004 comparatives were restated in Australian IFRS.

17. PRO FORMA FINANCIAL INFORMATION

17.1

17.2

17.3

The unaudited pro forrma balance sheet and income statement of BMA for the six months ended
30 June 2008 are provided in Annexure 5 to this document. The tables below summarise the
unaudited pro forma net asset value per share, tangible net asset value per share, earnings per
share and headline earnings per share, as derived from the unaudited pro forma balance sheet
and income statement. Together, these are referred to as the pro forma financial information. Two
sets of pro forma financial information are provided based on the minimum and the potential
maximum number of Aflease shares to be issued in terms of the agreement with Trinity as
described in paragraph 7.2 above of this pre-listing statement.

The unaudited pro forma financial information have been prepared for illustrative purposes only
to reflect the pro forma results of BMA after the implementation of the agreement with Trinity and
thereafter the scheme and the replacement of the Aflease convertible bonds with BMA
convertible bonds. Because of its nature, the unaudited pro forma financial information may not
give a fair reflection of BMA's financial position, changes in equity, results of operations or cash
flows. The Aflease directors and the BMA directors are of the opinion that the combined entity is
a going concern and have applied the going concern principle in the preparation of the pro forma
financial information. The unaudited pro forma financial information is the responsibility of the
Aflease directors and the BMA directors.

The independent reporting accountants' assurance report on the unaudited pro forma financial
information for the six months ended 30 June 2008 is set out in Annexure 6 to this pre-listing
statement.

Unaudited pro forma financiat information of BMA for the period ended 30 June 2008 based
on the issue of 30 million Aflease shares in terms of the agreement with Trinity.

Aflease BMA BMA

Aflease adjusted BMA adjusted after

Note 2 Note 3 Note 4 Note 5 Note 6

Total number of shares 524,457,006 554,457,006 437,806,615 24,150,706 578,607,712

NAV/share {cents) 42.85 47.55 4.94 49.42 28.24

TNAV/share {cents) 42.85 47.55 494 49,42 28.24
Loss per share {cents)

- Basic (3.77) (3.56) (1.40) {37.05) {25.89)

- Headline {3.77) (3.56) {1.40) {37.05) {25.89)
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Unaudited pro forma financial information of BMA for the period ended 30 June 2008 based
on the issue of 75 million Aflease shares in terms of the agreement with Trinity.

Aflease BMA BMA

Aflease adjusted BMA  adjusted after

Note 2 Note 3 Note 4 Note 5 Note 6

Total number of shares 524,457,006 599,457,006 437,806,615 24,150,706 623,607,712

NAV/share {cents) 42.85 52.24 4.94 49,42 34.14

TNAV/share {cents) 42.85 5224 494 49.42 34.14
Loss per share (cents)

~ Basic (3.77) {3.30) {(1.40) (37.05) (24.02)

- Headline (3.77) (3.30) {1.40) {37.05) {24.02)

Notes:

1. The pro forma financial information is based on the accounting policies adopted by Aflease, which are in accordance
with IFRS. It is assumed that all changes and transactions described below are effective on:

¢ 1 January 2008 for purposes of preparing the pro forma income statement and the financial information on
earnings per share and headline earnings per share;

+ 30 Jung 2008 ior purposes of preparing the pro forma balance sheet and the financial information on net asset
value per share and tangible net asset value per share.

2. The "Aflease” column has been extracted from the published unaudited financial information of Aflease for the six
months ended 30 June 2008.

3. The "Aflease adjusted” column reflecis the impact of significant corporate action within Aflease after 30 June 2008
but prior to the implementation of the scheme. This action relates to the issue of shares to Trinity as described in
paragraph 7.2 above of this pre-listing staternent. A range of financial effecis are provided in the two tables above
based on the minimum of 30 million Aflease shares already issued and the potential maximum of 75 million Aficase
shares to be issued.

4. The "BMA” column has been extracted from the published unaudited financial information of BMA for the six months
ended 30 June 2008, Amounts have been converted from Australian Dollar to Rand at the following assumed
exchange rates:

* [ncome statement: R7.10: AUD1; and
+ Balance sheet: R7.62: AUD1.

5. The "BMA adjusted” column reflects the impact of significant corparate action within BMA after 30 June 2008 but prior
to the implementation of the scheme. These actions include the following:

* The issue of shares for cash and the exercise of share options:
¢ The BMA consolidation; and

* Anaccounting policy change relating to the expensing of exploration costs to align the BMA accounting treatment
with Aflease post the scheme.

6. The “BMA after” column assumes the {dllowing:

* The business combination as proposed in the scheme lakes into cansideration the accounting principles relating
to reverse acquisitions in terms of IFRS 3 Revised: Business Combinations. [t is assumed that BMA wilt elect to
early adopt IFRS 3 Revised: Business Combinations.

* Transaction costs amount 1o R36.8 million and are non recurring. Costs associated with the issue of shares of
R7 million are set off against share capital while other transaction costs are expensed in terms of IFRS 3 Revised:
Business Combinations. An interest impact afier tax is assumed.

+ Interms of the scheme the Aflease canvertible bonds will be replaced with BMA convertible bonds with
adjustments to certain terms and conditions 10 be agreed with the convertible bondholders. A fair value
adjustment of R20 million, based on preliminary calculations, is assumed, which increases the carrying value of
the liability and results in an equivalent charge to the income statement. While fair value adjustments are
accounted on an ongoing basis, the nature of this charge to the income statement is non recurring as it relates
directly 10 the replacement of the convertible bonds. Fair value changes will be determined on the effective date
of the transaction. Refer also note 7 below.

» Charges for IFRS 2: Share-based payments are assumed 10 be the same as reported. Charges for IFRS 2: Share-
based payments will have to be calculated as at reporting dates.

* Theissue of BMA shares in terms of the scheme. The number of shares at 30 June 2008 and the weighted average
number of shares for the period then ended are for the BMA legal entily after the scheme, Effectively one previous
share in Aflease per the “Afiease” or the "Aflease adjusted” columns is equivalent to one BMA share per the
“BMA after” column.
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19

20.

7. The trading update for Afiease dated 26 November 2008 refers to market movements after 30 June 2008 to date
which have resulted in the fair value of the convertible bonds liability reducing subsequent 1o the 30 June 2008
reporting date. While not a consequence of the scheme, the current market movements are taken into consideration
by the directors of Aflease in their renegotiation of the terms for the replacement of the convertible bonds. Preliminary
valuations of the bonds indicate that, currently, the RS0 million fair value charge, as described in note 6 above, is
absorbed by the positive {air value adjustrments arising as a consequence of the current market conditions. The net
impact of these adjustments on the fair value of the convertible bond liability may therefore result in a significantly
different carrying value of the convertible band liability at the effective date of the scheme, compared 1o the liability
assumed in the pro forma financial information. On the assumption that the market related fair value adjustments to
the convertible bonds result in a set-off of the R9Q million impact of the renegotiation of the terms, the pro forma net
asset value per share would have been 43.80 cents to 48.58 cents and the pro forma earnings per share would have
been (10.34 cents) to {9.59 cents). Fair value changes will be determined at the effective date of the transaction.

8. Other:

¢ The South African Institute of Chartered Accountants (SAICA) issued Circular B/2007 (the Circular) at the request
of the JSE. The Circular provides detailed rules for the calculation of headline earnings as required by the JSE
Listings Requirements and requires disclosure of a recongiliation of headline earnings to the earnings numbers
used in the calculation of basic earnings per share in accordance with the requirements of IAS 33: Earnings per
Share. Disclosure of headline earnings is not a requirement of IFRS.

* Diluted earnings per share are anti-dilutive.
¢ Detailed information on the assumptions set out in the notes above is provided in Annexure 5,

DIVIDENDS AND DIVIDEND POLICY

BMA has not paid any dividend or made any other distribution in respect of its outstanding shares and
management does not anticipate that BMA will pay dividends or make any other distribution in respect
on its shares in the foreseeable future. BMA's board of directors, from time to time, and on the basis of
any earnings and BMA's financial requirements or any other relevant factor will determine the future
dividend policy of BMA with respect to its shares.

MATERIAL CAPITAL COMMITMENTS, LEASE PAYMENTS AND CONTINGENT LIABILITIES

Save as disclosed in Annexures 1, 2, 3 and 4 to this pre-listing statement, neither the BMA group nor the
Aflease group has any material capital commitments, lease payments and contingent liabilities as at the
last practicable date.

LOANS AND BORROWING POWERS

Save as disclosed in Annexures 1, 2, 3 and 4 to this pre-listing statement and below, neither the BMA
group nor the Aflease group has any material loans, borrowing or outstanding loan capital as at the last
practicable date.

There are no credit facilities available to Aflease or BMA.

BMA has not created any debentures in terms of a trust deed and there are no such debentures to be
issued or agreed to be issued.

BMA has not issued any debentures or debenture stock by way of conversion or replacement of
debentures previously issued.

The terms of the Aflease convertible bonds, which were previously convertible into Aflease ordinary
shares, have been amended to BMA convertible bonds which will be convertible into BMA ordinary
shares upon implementation of the scheme. Further details of the BMA convertible bonds are outlined
in paragraph 34 below and Annexure 18 to this pre-listing statement.

The borrowing powers of the BMA board, as set out in the constitution of BMA, are set out in Annexure 11
to this pre-listing statement.

The borrowing powers of BMA and its subsidiaries have not been exceeded during the three years
preceding the date of this pre-listing statement.
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LOANS RECEIVABLE

Neither the BMA group nor the Aflease group has made any material loans which were outstanding as
at the last practicable date with the exception of inter-company loans detailed in paragraph 25 below.

IMMOVABLE PROPERTY AND BUSINESS ENTERPRISES ACQUIRED OR TO BE ACQUIRED

Save for the proposed acquisition of Aflease pursuant to the scheme, BMA has not made any material
acquisitions of immovable or fixed properties or interests in business enterprises within the three years
preceding the date of this pre-listing statement, nor are there any such acquisitions proposed.

Save as disclosed in paragraph 7.2 above, Aflease has not made any material acquisitions of
immovable or fixed properties or interests in business enterprises within the three years preceding the
date of this pre-listing statement, nor are there any such acquisitions proposed.

The details of BMA's subsidiaries upon implementation of the scheme are set out in Annexure 10 to this
pre-listing statement.

IMMOVABLE PROPERTY AND BUSINESS ENTERPRISES DISPOSED OF OR TO BE DISPOSED OF

During the 2007 year, BMA ceased mining operations at the Twin Hills gold mine and subsequently sold
ali of its mining plant, equipment and stores and treatment plant facilities. The Rishton Treatment Plant
was sold to Tamaya Resources Limited, a public listed company, of Level 12, 75 Elizabeth Street, Sydney
NSW Australia. The sale was completed on 5 July 2007 for a consideration of AUD3.5 million in cash.
The market value of the property was determined as between a willing buyer to a willing seller.
Otherwise, no material immovable or fixed property or interests in business enterprises of the BMA group
have been disposed of during the three years preceding the date of this pre-listing statement or are
expected to be disposed of by BMA in the first six months after the commencement of the listing other
than as disclosed in paragraph 7.2 above.

PRINCIPAL IMMOVABLE PROPERTY OWNED AND LEASED

The details of the principal immovable property owned or leased, or to be acquired or leased, by the
BMA group and the Aflease group are set out below:

Date
acquired Nature Payment Term of
Parties or leased of title Property terms contract
Aflease/Ekurhuleni 1 May Lease Remaining extent  RG 000 per 9 years
Metropolitan 2006 of the Farm month escalating 11 months
Municipality with by 10 percent an option to
Cloverfield 75 1R per annum renew for a
in extent further 9 years
433,7 hectares 11 months

BMA does not own any immovable property, other than as disclosed in this pre-listing statement, and
does not currently intend to purchase additional immovable property within the first six months after
commencement of the listing.

MATERIAL INTER-COMPANY FINANCIAL AND OTHER TRANSACTIONS

Save as disclosed in note 9 of Annexure 4 to this pre-listings statement, there are no material inter-
company financial or other transactions.



26. WORKING CAPITAL STATEMENT

The directors of BMA and Aflease are of the opinion that, after considering the effect of the scheme and
the listing of BMA on the JSE and the ASX;

26.1 BMA and the BMA group wili be able in the ordinary course of business to pay its debts for a
period of 12 months after the date of this pre-listing statement;

26.2 the assets of BMA and the BMA group will be in excess of the liabilities of BMA and the BMA
group for a pericd of 12 months after the date of this pre-listing statement. For this purpose, the
assets and liabilities should be recognised and measured in accordance with the accounting
policies used in the latest audited consolidated annual financial statemenis;

26.3 the share capital and reserves of BMA and the BMA group will be adequate for ordinary business
purpeoses for a period of 12 months after the date of approval of this pre-listing statement; and

26.4 the working capital of BMA and the BMA group will be adequate for ordinary business purposes
for a period of 12 months after the date of approval of this pre-listing statement.
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PART D —- SHARE CAPITAL

27. SHARE CAPITAL

52

271

27.2

Issued share capital

The share capital of BMA at the last practicable date, as it is proposed to be upon the anticipated
BMA consolidation taking effect and after the implementation of the scheme (based on the
number of BMA shares and Aflease ordinary shares in issue at as at the last practicable date. is
set out below:

AUD

Issued (as at the last practicable date} and assuming the intended 20 for 1
consolidation of its ordinary shares will be implemented
24,150,706 ordinary shares 47,072,451

lssued (after the implementation of the scheme) 580,301,955 ordinary shares 364,079,016

There are no treasury shares held by any member of the BMA group, save for the 126 434
treasury shares in Aflease.

Rights attaching to the BMA shares and power to issue BMA shares

There is only one class of share on issue in the company being fully paid ordinary shares. Full
details of the rights attaching to BMA shares are detailed in the constitution.

The following is a summary of the material provisions of the constitution and the privileges and
restrictions attaching to BMA shares. This summary is nct exhaustive and does not constitute a
definitive statement of the rights and habhilities of the BMA shareholders. A copy of the full
constitution may be inspected during normal business hours, free of charge, at the registered
office of the company.

27.2.1 Rights and liabilities attaching to shares

The exiracts that follow reflect the existing provisions of the current constitution of BMA.
However, in order to ensure that the BMA constitution complies with the Listing
Requirements of the JSE and that the constitution is generally up to date with market
practice and terminology changes, BMA will propose that a new constitution be adopted
at the meeting of BMA shareholders t¢ be held on 19 January 2009 prior to the scheme
meeting to be held on 21 January 2008. The new BMA constitution will comply with both
the requirements of the JSE and ASX, consistent with the company’s siatus as a dual
primary listed entity. The salient features of the amendments required to the constitutions
of BMA and its subsidiaries are set out in Annexures 12 and 13 to this pre-listing
statement.

All the issued BMA shares are of the same class and rank pari passu in every respect.
There are no preferential or exchange rights attaching to the BMA shares.

The holders of the BMA shares are entitled to: {a) receive any dividends as and when
declared by the board of directors of BMA, out of the profits of BMA properly applicable
to the payment of dividends, in such amount and in such form as the board of directors
of BMA may from time to time determine and (b) receive the remaining property of BMA
in the event of any liquidation, dissolution or winding-up of BMA according to their rights
and interests in BMA. There are no redemption rights.

Any variation in rights attaching to BMA shares will require shareholder approval in
accordance with the applicable Australian corporate legislation.

‘The issue of BMA shares will be under the control of the BMA board of directors subject
to the provisions of the applicable Austrafian corporate legislation and the JSE Listings
Requirements.




27.2.2

27.2.3

27.2.4

27.2.5

27.2.6

Voting

The holders of the BMA shares are entitled to receive notice of and to attend all meetings
of BMA shareholders and shali have one vote for sach BMA share held at all meetings of
BMA shareholders.

Subject to any restricticn on voting imposed by the Listings Rules or any escrow
agreement entered into between BMA and a BMA shareholder, every BMA shareholder
present in person or by proxy, attorney or representative at a meeting of BMA
shareholders has 1 vote on a show of hands {except where the BMA shareholder has
appointed 2 proxies) and 1 vote on a poli for every fully paid BMA share held. A poll may
be demanded by the chairperson of the meeting, any 5 BMA shareholders {or their proxy,
attorney or representative) entitled to vote on the resolution, a BMA shareholder or BMA
shareholders who get together hold at least 5 percent of the votes that may be cast on
the resolution on a poll, or who together hold BMA shares conferring a right to vote at the
meeting which are paid up to value of not less than 10 percent of the total sum paid up
on all voting BMA shares. In the event of equality of votes, the chairman has a casting
vote (unless the chairman is not entitled to vote on the resclution, in which case the matter
is decided in the negative).

The abovementioned provisions of the constitution of BMA will be amended to comply
with the JSE Listings Requirements.

General meetings

Each BMA shareholder is entitled to receive notice of and to attend general meetings of
BMA and io receive all notices, accounts and other decuments required to be sent to
BMA shareholders under the constitution, the Corporation Act or the Listing Rules.

The constitution of BMA will be amended to comply with the JSE Listings Requirements.

Dividends

Dividends are payable out of BMA's profits and may be declared by the directors of BMA.
Dividends declared will (subject to any special rights or restrictions attaching to a class
of shares created under any arrangement as to dividend) be payable on shares in
accordance with the Corporations Act. All unclaimed dividends may be invested or
otherwise made use of by the board for the benefit of the company until claimed or
otherwise disposed of according to law. There are no fixed dates on which entitlement to
dividends arise nor is there provision for particulars of any arrangement under which
future dividends are waived or agreed to be waived.

BMA has not declared or paid any dividends in the past. The payment of any dividends
by BMA in the future will be at the complete discretion of the BMA directors and will
depend on many factors, including BMA's available distributable earnings and future
capital requirements, as well as general business and financial conditions. In this regard,
the BMA directors can give no assurance regarding the payment of dividends.

Transfer of Shares

A shareholder may transfer shares by proper transfer effected in accordance with any
computerised or electronic system established or recognised by ASX or the Corporations
Act for the purpose of facilitating transfers in shares or by an instrument in writing in a
form approved by ASX or in any other usual form or in any form approved by the directors
of BMA. The directors of BMA may refuse to register a transfer of BMA shares where the
refusal to register the transfer is permitted under the Constitution, the Listing Rules and
the ASTC Settlement Rules.

The constitution of BMA will be amended to comply with the JSE Listings Requirements.

Issue of Shares

The directors may (subject to the restrictions on any issue imposed by the constitution of
BMA, the Listing Rules and the Corporations Act) issue BMA shares or grant options in
respect or, or otherwise dispose of further shares as the directors of BMA see fit.
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27.3

274

27.2.7

27.2.8

27.2.9

27.2.10

Winding Up

Once all the liabilities of BMA are satisfied, a liquidator may, with the authority of a
special resolution of the BMA shareholders, divide among the BMA shareholders in kind
the whole or any part of the property of BMA in proportion to the BMA shares held by
them respectively. The liquidator may for that purpose set the value he or she considers
fair upon any property to be so divided, and may determine how the division is to be
carried out as between the BMA sharenholders. The liquidator may, with sanction of a
special resolution of the BMA shareholders, vest the whole or any part of the assets in
trust for the benefit of BMA shareholders as the liquidator thinks fit, but so that no BMA
shareholder is compelled to accept any BMA shares or other securities in respect of
which there is any liability.

Alterations to the constitution

The constitution can only be amended by a special resolution passed by at least three-
quarters of the BMA shareholders present and voting in a general meeting. At least
28 days' written notice specifying the intention to propose a resolution as a special
resolution must be given.

Listing Rules

Notwithstanding anything else in the constitution, if the Listing Rules prohibit an act
being done, the act must not be done. If the Listing Rules require an act to be done or
not to be done, authority is given in the constitution for that act to be done or not to be
done (as the case may be) and if a provision is required in the constitution by the Listing
Rules, the constitution will be treated as containing that provision. If any provision of the
constitution becomes inconsistent with the Listing Rules, the constitution will be treated
as not containing that provision to the extent of the inconsistency.

Directors

The number of directors of BMA is not to be less than three but no more than 10.

Listing on other stock exchanges

If the scheme becomes operative and alt the conditions set out in paragraph 45 of this pre-listing
statement being met, BMA will have its dual primary listing on the JSE and a primary listing on
the ASX. For as long as BMA retains its primary listing on the ASX, BMA will be subject to the ASX
Listing Rules and similarly for as long as BMA retains its dual primary listing on the JSE, BMA will
be subject to the JSE Listings Requirements. There are no other classes of securities listed on
other exchanges.

Trading History

A trading history of the BMA shares on the ASX is set out in Annexure 17 to this pre-listing
statement.

CONTROLLING SHAREHOLDERS

As at the last practicable date, to the knowledge of the directors of BMA, no single holder of BMA shares
had effective control of BMA, nor did any group of BMA shareholders have any formal or informal
arrangement relating to the voting rights of the BMA shares to exercise control of BMA. There will be no
change in the controlling BMA shareholders as result of the scheme nor has there been any change in
the controlling BMA shareholder over the five years preceding the date of this pre-listing statement.

MAJOR SHAREHOLDERS

Based on information as at the last practicable date, to the knowledge of the directors of BMA, upon
implementation of the scheme no BMA sharenolder will be beneficially interested, directly or indirectly,
in 5 percent or more of the issued BMA shares, other than as set out in the following table:



BMA shareholder

Shares Percentage!”

Uranium One Inc/Uranium One Africa Limited 190 175 280 33
African Global Capital/Navada Trading (Pty) Limited 152 195122 26
Trinity 74 000 000 13
Note:

{1) Upon implementation of the scheme and based on the number if BMA shares post the anticipated BMA consolidation and
Aflease ordinary shares in issue as at the last practicable date pursuant to the scheme.

30. ISSUES OR OFFERS OF SECURITIES AND ALTERATIONS OF SHARE CAPITAL

30.1 Share issues

The following table sets out details relating to the BMA shares issued by BMA during the last three

years:

Net amount

Price per Number received

Date To whom Method of sale share of shares by BMA
{AUD) (AUD)

17/02/06  Optionholders Exercise of Options 20 cents 250,000 50,000
22/02/06  Shareholders Share Purchase Plan 28 cents 15,374,471 4,304,852
22/02/06  Sophisticated investors Placement 28 cents 29,500,000 8,260,000
27/02/06  Optionholders Exercise of Options 20 cents 250,000 50,000
27/03/06  Shareholders Share Purchase Plan 28 cents 15,841,614 4,430,652
19/04/06  Optionholders Exercise of Options 19 cents 250,000 48,667
2311/06  Financier In lieu of Establishment Fee 24 cenis 625,000 150,000
03/12/07  Shareholders Rights Issue 25cents 218,873,464 5,471,837
05/12/07  Optionholders Exercise of Options 2.5 cents 3,720 93
13/12/07  Optionholders Exercise of Options 2.5 cents 11,194 280
18/12/07  Optionholders Exercise of Options 2.5 cents 9,000 225
21/12/07  Optionholders Exercise of Opticns 2.5 cents 4,002 100
27/12/07  Optionholders Exercise of Options 2.5 cents 25,715 643
10/06/08  Shareholders Rights Issue 1.6 cents 20,003,211 320,051
11/08/08  Sophisticated investors Placement of Rights Issue Shortfall 1.6 cents 11,687,500 187,000
11/08/08  Direciors and management  Placement 1.6 cents 13,500,000 216,000

Under Australian law, there is no concept of par value of shares, therefore all proceeds from the
issue of shares is treated as share capital, with no requirement for separate treatment of premiums
or discounts. The price at which the shares were issued over the last three years reflected arms
length terms. Where shares were offered at a discount to market it was at a price that was
required to attract investor demand.

Where the securities were not offered to all shareholders in proportion to their holdings, BMA
issued securities by means of a private placement in order to access capital from external parties,
as it was determined there was not adequate depth of support from the shareholder base at

that time.
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Ine rlowing table Sels out detals relatling 10 the Arlease snares Issued oy Arlease auring the lasi
three years:

Balance Ordinary Closing
Date Brought forward shares issued balance Issue price
(cents per
share)
07/04/2005 71,252,920 2,500,000t" 73,752,920 65
19/08/2005 73,752,920 2,000,000 75,752,920 90
29/09/2005 75,752,920 7,000,000 82,752,920 135
29/09/2005 82,752,920 2,000,000 84,752,920 107
29/11/2005 84,752,920 400,000 85,152,920 65
16/01/2006 85,152,920 339,011,6809 424,164,600 96
06/02/2006 424,164,600 400,000 424 564,600 65
02/03/2006 424,564,600 2,000,000 426,564,600 215
02/03/2006 426,564,600 80,000t" 426,644,600 65
10/03/2006 426,644,600 2,000,000 428,644,600 228
11/04/2006 428,644,600 2,400,000 431,044,600 212
11/04/2006 431,044,600 170,000 431,214,600 €5
25/04/2006 431,214,600 2,600,000 433,814,600 238
15/05/20086 433,814,600 2,000,000 435,814,600 249
18/05/2006 435,814,600 2,500,000 438,314,600 254
06/06/2006 438,314,600 1,700,000 440,014,600 239
11/06/2006 440,014,600 7,000,000 447,014,600 234
11/08/2006 447,014,600 450,000 447,464,600 65
28/08/2006 447 464,600 10,000,000 457,464,600 220
31/08/2006 457,464,600 1,500,000 458,964,600 232
14/09/2006 458,964,600 13,000,000 471,964,600 242
14/09/2006 471,864,600 1,800,0001" 473,764,600 65
27/09/2006 473,764,600 125,000 473,889,600 65
15/02/2007 473,889,600 125,000 474,014,600 85
01/03/2007 474,014,600 25,000,000 499,014,600 288
07/03/2007 499,014,600 400,000 499,414,600 308
17/04/2007 499,414,600 2,000,000 501,414,600 321
10/08/2007 501,414,600 2,000,000 503,414,600 296
05/12/2007 503,414,600 18,000,000 521,414,600 275
10/10/2007 521,414,600 1,000,000 522,414,600 296
17/10/2007 522,414,600 1,000,000°" 523,414,600 65
13/12/2007 523,414,600 717,406 524,132,006 341
20/06/2008 524,132,006 325,0001" 524,457,006 65
03/10/2008 524,132,006 325,000!" 524,782,006 65
10/11/2008 524,132,006 1,369,863 526,151,869 146
28/11/2008 526,151,869 30,000,000 556,151,869 130
Notes:

1. Issue of shares resulting from the exercise of share options by employees.

2. lIssue of shares to Uranium One as settlement for Aflease’s acquisition of New Kleinfontein.

3. Issue of shares for the acquisition of Noble Trade in terms of the sale agreement dated 2 April 2008 and the addenda
thereto. The purchase price payable for the acquisition of Noble Trade is RE million payable by the issue of Aflease
shares i niine tranches, A2 million on the closing date followed by eight tranches of R500 000 each. The next tranche
is due on 1 January 2009 and thereafter at six monthly intervals.



30.2

30.3

Share consolidations or subdivision

There has been no consolidation or subdivision of BMA shares during the three years preceding
this pre-listing statement other than the anticipated BMA consolidation on the operative date.
Share repurchases

There has been no repurchases of BMA shares during the three years preceding the date of this
pre-listing statement.

31. OPTIONS AND PREFERENTIAL RIGHTS IN RESPECT OF SHARES

311

Employee share option plan

The extracts that follow reflect the existing Employee Option Plan of BMA. However, in order
to ensure that the BMA Employee Share Option Plan complies with the Listing Requirements of the
JSE, BMA will propose that the current Employee Share Option Plan be replaced with the
BMA Replacement Option Plan at the meeting of BMA shareholders to be held on 19 January 2009
prior to scheme meeting to be held on 21 January 2009. The BMA Replacement Option Plan wiil
comply with both the requirements of the JSE and ASX, consistent with the company's status
as a dual primary listed entity. The terms of the BMA Replacement Option Plan are set out in
Annexure 19 to this pre-listing statement.

BMA recognises it must offer competitive remuneration packages if it is to be successful in
attracting and retaining experienced personnel. Accordingly BMA intends to continue to offer
employees remuneration packages that include the grant of options under the terms and
conditions of its existing Employee Option Plan.

Significant terms and conditions of the Employee Option Plan are:

31.1.1 Persons eligible to participate in the Employee Option Plan are BMA employees other
than directors of BMA. BMA shareholder approval is required before options are granted
to BMA directors.

31.1.2 The plan allows for BMA to issue up to a maximum of five percent of its issued capital as
free options to eligible persons. Excluded from the five percent maximum are certain
issues made to employees situated outside Australia or which are otherwise exempt in
accordance with the Corporations Act 2001,

31.1.3 The options will not be quoted on ASX and are not transferable, except to a nominee
permitted in accordance with the Employee Option Plan.

31.1.4 The term, exercise price and vesting conditions of options are granted at the discretion
of the BMA directors. One share will be issued on exercise of each option, subject to
adjustment in accordance with the Listing Rules, as summarised below. Ali shares issued
on exercise of options rank pari passu in all respects with BMA shares previously issued.

31.1.5 Options do not carry the right to participate in new issues of securities to BMA
shareholders. The company must give prior notice to option holders in accordance with
the Listing Rules to enable them to exercise options and acquire shares before the record
date for the new issue of securities. If there is a bonus share issue to BMA shareholders,
the number of shares over which an option is exercisable will be increased by the number
of shares which the optionholder would have received if the option had been exercised
before the record date for the bonus issue. In the case of pro rata issues (other than
bonus issues) to BMA shareholder and other reorganisations of capital, the terms of the
options will be adjusted in accordance with the Listing Rules.

31.1.6 Notwithstanding any conditions of vesting, all options may be exercised during the bid
period of a takeover for BMA (as defined in the Corporations Act 2001); after a change of
control of BMA; or if a court orders a meeting to be held concerning a proposed
compromise or arrangement for the reconstruction of BMA or its amalgamation with
anocther company.

The BMA directors may, subject to the Listing Rules, alter, delete or add to the rules of the
Employee Option Plan at anytime.

57




32.

58

31.2 Aflease staft share scheme

31.2.1 Clause 23.3 of the deed of the Aflease staff share scheme effectively provides that if
Aflease is the subject of a takeover offer (including by way of a scheme of arrangement
in terms of section 311 of the Companies Act) which, as a term of the take-over offer,
makes provision for the grant of options in the company making the take-over offer to
employees of Aflease holding options, those employees shall be obligated to exercise
their Aflease options or in substitution for their Aflease options to accept options in the
offeror; provided that such substitution will not, in the opinion of the auditors of Aflease,
place employees holding opticns in a materially worse position.

31.2.2 The replacement BMA staff share aptions will:
- be in number equal to the number of existing Aflease staff share options;

— entitle the holders thereof to receive, on the exercise thereof, one BMA ordinary share,
at an exercise price equal to the exercise price of the cancelled Aflease staff share
options {denominated in Rand);

- have vesting periods concurrent with those of the cancelled Aflease staff share
options. .

31.2.3 The replacement BMA retainment share options will;
— be in number equal to the number of existing Aflease retainment share options;

— entitle the holders thereof to receive, on the exercise thereof, one BMA ordinary share,
at an exercise price equal to the exercise price of the cancelled Aflease retainment
share options (denominated in Rand);

- have vesting periods concurrent with those of the cancelled Aftease retainment share
opticns.

31.2.4 The auditors of Aflease have concluded that the critical terms of the replacement BMA
staff share options or replacement BMA retainment share options in substitution for their
Aflease staff share options or Aflease retainment share options as set out in Annexure 19
to this pre-listing statement are consistent with the critical terms of the Aflease staff share
options or Aflease retainment share options. Therefore, if the scheme becomes operative,
employees who hold Aflease options will be obligated under the terms of the deed of the
Aflease staff share scheme to accept replacement BMA staff share options or
replacement BMA retainment share options in substitution for their Aflease staff share
options or Aflease retainment share options on the basis described herein.

31.3 BMA listed options

BMA has 131,324,078 options listed on the ASX. These options were issued o BMA shareholders
pursuant to a rights offer pursuant to a prospectus dated 12 October 2007. The exercise price of
the options is AUDO0.025 cents. The options expire on 12 October 2012, if they have not been
exercised, These options will not be listed on the JSE as they are held by Australian and New
Zealand residents.

COMMISSIONS PAID OR PAYABLE IN RESPECT OF UNDERWRITING

A non-renounceable rights issue for BMA completed in November 2007 was fully underwritten by
Hartleys Limited, of Level 6, 141 St Georges Terrace, Perth WA Australia. BMA paid a fee of 6 percent
plus GST for the underwriting of all the shares offered under the prospectus {approximately 219 million
shares), which equated to an amount of AUD361,162 settled in cash.

fn connection with the non-renounceable entitlement issue completed in August 2008, BMA also paid
Hartleys Limited an amount of AUD25,353 cash in their capacity as the sponsoring broker to the
transaction. This was based on a contracted 5 percent commission on the value of the funds raised
pursuant to the entitlement issue, being AUD507,051.

Save as disclosed above, there has been no other commission paid, nor is any payable, in terms of
underwriting and there were no special terms, commissions, discounts or brokerages during the three
years preceding the date of this pre-listing statement in connectiocn with the issue or sale of any
securities in the capital of BMA.
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34,

ADRs

BMA is in the process of setting up its own ADR programme in anticipation of the scheme becoming
operative. The Aflease ADRs will be replaced with BMA ADRs, post the anticipated BMA consolidation,
such that each Aflease ADR holder will receive 1 BMA ADR for every 1 Aflease ADR held should the
scheme become operative.

CONVERTIBLE BONDS

Subject to receipt of the necessary shareholder approvals, BMA convertible bonds will be issued to
replace Aflease convertible bonds and will be subject to the terms and conditions summarised in
annexure 18 to this pre-listing statement.
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PART E — GENERAL INFORMATION

35. MATERIAL CONTRACTS AND TRANSACTIONS

35.1

35.2

35.3

Material contracts

BMA and Aflease entered into an acquisition agreement setting out, inter afia, the terms of the
transaction between BMA and Aflease. Details of the terms of the acquisition agreement are set
out in the scheme document. The details of the other material contracts entered inia, verbally or
in writing, by the BMA group or the Aflease group within the two years preceding the last
practicable date, other than in the ordinary course of business, that are in effect are set out in
paragraph 7.2 above and Annexure 9 to this pre-listing statement. No other contracts have been
entered into by the BMA group or the Aflease group at any time, other than in the ordinary course
of business, which contain an obligation or settlement that is material to the BMA group or the
Aflease group at the date of this pre-listing statement.

Royalties

Royalties paid or payable in the three years preceding the date of this pre-listing statement arising
from the production of gold and silver from the Twin Hills gold mine were as follows:

35.2.1 Mineral royalties are payable to the State of Queensland at a rate of 2.5 percent of gold
and silver revenues derived from mining leases located within the state of Queensland.
State mineral royalties attributable to gold and silver production in the preceding three
year period amounted to AUDS514,700.

35.2.2 On 9 August 2002, BMA purchased the 68 percent interest in the Twin Hills mining
tenements that were held at that time by its Joint venture partner, Plutonic Operations
Limited for the consideration of AUD1,250,000 and a royalty of 2.5 percent of ali fine gold
production from the tenements. This acquisition brought BMA's interests in the Twin Hills
tenements to 100 percent. The royalty paid to Plutonic Operations Limited in the
preceding three year period amounted to 612.8 ounces of gold.

35.2.3 As is the normal practice in Australia, before the grant of a mining lease by the relevant
Australian state authority, BMA was required to put in place a native title agreement
known as the Indigenous Land Use Agreement with the traditional indigenous occupiers
of the proposed mining lease. Under the terms of the Twin Hills native title agreement
dated 23 May 2003, BMA agreed to pay the native title parties a royalty during the course
of mining operations amounting to a minimum annual AUD100,000 plus an additionat
amount above the AUD100,000 when royalties to the state of Queensland exceeded a
certain minimum threshold. The royalty paid under the terms of the native title agreement
in the preceding three years amounted to AUD111,587. As mining operations were
suspended in 2007, no royalties are currently accruing.

Other than royalty payments arising from gold production from the Twin Hills gold mine above, no
royalties have been paid by BMA or Aflease during the three years preceding the date of this
pre-listing statement or are payable by BMA or Aflease.

Technical or secretarial fees

No material technical or secretarial fees, other than as disclosed in Annexures 1, 2, 3 and 4 to this
pre-listing statement have been paid by BMA or Aflease during the three years preceding the
date of this pre-listing statement.

36. MATERIAL CHANGES

Save for the capital raise in August 2008 as disciosed in paragraph 30.1 above, no material changes in
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the financial or trading position of the BMA group or the Aflease group have occurred between 30 June

2008 (being the period for which unaudited interim reports have been published for BMA) and the last
practicable date.




37. LITIGATION STATEMENT

38.

39.

There are no legal or arbitration proceedings, including any proceedings that are pending or threatened
of which BMA is aware, that may have or have had in the recent past, being at least the previous
12 months, a material effect on the BMA group’s financial position, save that it is recorded that Aflease
was notified in July 2008 by HSBC Trustee (C.1.) Limited of Jersey (the "Trustee”) that Aflease is alteged
to be in breach of the terms and conditions of Aflease convertible bonds issued by Aflease to the
Trustee. The allegation is disputed by Aflease.

CORPORATE GOVERNANCE STATEMENT OF BMA

The corporate governance statement of BMA is detailed in Annexure 15 to this pre-listing statement.
In addition, the BMA board has passed a resolution to adopt Corporate Governance Policies and
Procedures published by the JSE Listings Requirements with effect from the date on which the company
is admitted to the main board of the JSE. The salient features of the JSE corporate governance
provisions are set out in Annexure 16 to this pre-listing statement.

EXCHANGE CONTROL
39.1 Restrictions on holding of ordinary shares in BMA

BMA has, subject to the implementation of the scheme, obtained SARB approval for the dual
inward listing of its ordinary shares on the JSE, the acquisition by BMA of all the issued ordinary
shares of Aflease and the issue of BMA ordinary shares to all Aflease ordinary shareholders in
consideration for their Aflease ordinary shares.

The SARB approval specifically provides for the following:
s the dual inward listing of its ordinary shares on the JSE;
» the acquisition by BMA of all the issued ordinary shares of Aflease;

¢ the issue of BMA ordinary shares to all Aflease ordinary shareholders in consideration for their
Aflease ordinary shares and equitable treatment of Aflease retainment share options, Aflease
staff options, Aflease ADRs and Aflease convertible bonds;

» that confirmation that the SARB approves BMA as an African Company as defined in
Section H.(BXii) of the Exchange Control Regulations may be sought in due course; and

s that confirmation that BMA's South African shareholders will be treated according to the
provisions of Section H.{A) of the Exchange Control Rulings following the dual inward listing of
BMA on the JSE.

Upon the listing of the BMA's ordinary shares on the JSE and pursuant to the acquisition by BMA
of all the issued ordinary shares of Aflease, the Exchange Control Regulations provided for in
Section H of the Exchange Control Rulings will apply to the acquisition of BMA's ordinary shares
by South African residents.

The following is a summary of the Exchange Control Regulations insofar as they have application
to scheme participants in relation to the holding of ordinary shares in BMA. This summary
description is intended as a guide only and is therefore not comprehensive. If you are in any
doubt you should consult an appropriate professionat advisor immediately.

39.1.1 South African institutional investors

South African institutional investors may invest in approved inward listed investments
based on foreign reference assets or issued by foreign entities, listed on the JSE, such
as BMA, using the permissible foreign portfolio investment allowances.

South African institutional investors may utilise their general foreign portfolio investment
allowance to receive BMA ordinary shares in terms of the scheme. If the BMA holding will
be in excess of the South African institutional investors' general foreign portfolio
investment allowance, the institutional investor can apply to the SARB for approval to
retain same for a period of 12 months before the South African institutional investors will
be forced by the SARB to dispose of its excess BMA holding. Should BMA be classified
as an African Company as defined in Section H.(B)ii) by the SARB, the South African
institutional investor will be allowed to hold their BMA holding in terms of their additional
African Company specific allowance.
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oouth African institutional Investors will have to provide their CsDP or broker with a copy
of their South African Exchange Control Approval evidencing that they have registered
with South African Exchange Control as institutional investors for Exchange Control
purposes and are thus entitled to a foreign portfolio investment allowance.

Institutional investors may invest an additional five percent of their total retails assets in
approved African inward listed investments. Such African Company status will be scught
for BMA in due course. Retail assets refer t0 assets received by such institutional
investors from individuals and other entities such as companies and trusts, but exclude
assets held on behalf of other institutional investors.

39.1.2 South African corporates, banks, trusts, partnerships and private individuals

South African corporates, banks, trusts, partnerships and private individuals may invest
in approved inward listed instruments, such as BMA, without restriction.

39.1.3 Local brokers

Local brokers are allowed to purchase inward listed shares, such as BMA, offshore and
to transfer such shares to the South African section of the register, as a book-building
exercise and to enhance liquidity on the JSE. This dispensation is confined to inward
listed shares, such as BMA, and brokers may warehouse such shares for a maximum
period of 30 days only.

39.1.4 Rightis offers

On application to Exchange Control, South African institutional investors, corporates,
banks, trusts, partnerships and private individuals will be allowed to exercise their rights
in terms of a rights offer. Institutional investors will be given 12 months to realign their
portfalios should they be in excess of their exchange control foreign exposure limits.

39.1.5 Non-residents of the common monetary area

Non-residents of the common monetary area may acquire BMA ordinary shares on the
JSE, provided that payment is received in foreign currency, or Rand from a Non-resident
account.

Non-residents may sell BMA ordinary shares on the JSE and repatriate the proceeds
without restriction.

Former residents of the common monetary area who have emigrated may not use
erigrant blocked funds to acquire BMA ordinary shares.

39.1.6 Movement of BMA ordinary shares between r;agisters

BMA ordinary shares are fully fungible and may be transferred between registers. Eligible
South African shareholders may only acquire BMA ordinary shares, via the JSE, that are
already on the South African branch register maintained by BMA's transfer secretaries.
Member brokers of the JSE may acquire shares an foreign exchanges and transfer BMA
ordinary shares to the South African Register as described in Member brokers of the JSE
above of this section. Non-residents are not subject to Exchange Control Regulations and
may freely transfer BMA shares between branch registers.

39.2 Notice to US Shareholders

BMA shares issued pursuant 1o the schemne wil! not be registered under the US Securities Act or
the securities laws of any state of the United States. BMA intends to rely upon the exemptions set
out in Section 3(a)(10) of the US Securities Act and any available exemptions under US state
securities laws with respect to the issuance of its shares. In order to utilise the Section 3{a)}(10)
exemptions, BMA and Aflease intend to take all actions necessary under Section 3(a)(10)
including:

{a) to ensure that the US Shareholders receive notice of, and have the right to appear at, a
hearing before the South African court to approve the scheme;




{b) to request that the court at such hearing does not approve the issuance of the scheme shares
to the US shareholders, unless the court finds the scheme and the issuance of the scheme
shares to be fair to the US shareholders who will receive such securities; and

(c) to advise the court, prior to such hearing, that BMA will rely on the exemptions contained in
Section 3{(a)(10) of the US Securitics Act so that it will not be required to register the issuance
of its shares in the United States under the US Securities Act, based on the court’s approval.

US securities laws apply to resales of any BMA shares acquired by US shareholders pursuant to
the scheme. Provided that the implementation of the scheme satisfies the requirements for the
exemptions under Section 3(a)(10) described above, US shareholders who are not affiliates,
within the meaning of US securities laws, of either Aflease or BMA will be able to resell shares
received pursuant to the scheme without restriction. US shareholders who are affiliates, within the
meaning of US securities laws, of Aflease or BMA, either before or after the scheme is
implemented, will not be able to resell their scheme shares unless they meet the requirements for
an available exemption from registration. Exemptions available for such affiliates include rule 804
of Regulation S under the US Securities Act, which exempts certain resales outside the United
States, and rule 145 of the US Securities Act, which permits resales subject to certain limitations
on volurne, manner of sale and minimum holding periods as set forth in rule 144 of the
US Securities Act.

40. PRELIMINARY EXPENSES

There were no preliminary expenses incurred by BMA in relation to the listing of BMA within the three
years preceding the date of this pre-listing statement other than outlined in paragraph 41 below.

41.

42,

EXPENSES OF LISTING ON THE JSE

The estimated expenses of the listing {excluding value added tax) on the JSE are set out in the table

below:
Expense Payable to ZAR
JSE - documentation JSE 61,550
- listing fees JSE 161,748
Printing, publication distribution and advertising Ince (Pty) Limited 500,000
Du Plessis & Associates 100,000
Legal fees Deneys Reitz 500,000
Blake Dawson 65,000
Corporate advisor and sponsor fee Macquarie 2,000,000
Hartteys 1,163,500 -
Independent reporting accountants’ fees Ernst & Young 100,000
PWC 1,210,000
Independent technical experts SRK 360,000
Transfer secretaries Computershare SA 50,000
Other 1,202
6,273,000
This is in addition to the expenses of the scheme being R16,414,500 (excluding value-added tax).

PROMOTERS’ INTERESTS

No promoter has had any material beneficial interest, direct or indirect, in the promotion of BMA or in any
property acquired or proposed to be acquired by BMA, or any other issue in the preceding three years

to this

pre-listing statement, and no amount of cash or securities was paid or any benefit given within the

three preceding years, or is proposed to be paid or given, to any promoter not being a director.
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ADVISORS' INTERESTS

None of the advisors of BMA, whose names are set out on pages 1 and 2 of this pre-listing statement,
hold any shares in or have agreed to acquire any shares in BMA at the date of this pre-listing statement.

In the ordinary course of business, Macquarie First South Advisers (Pty) Limited, corporate adviser to
BMA, and its affiliates may hold long or short positions in, or effect trades in, shares of BMA on behalf
of its clients.

. EXPERTS’ CONSENTS

The corporate advisors, sponsor, independent technical expert, attorneys, legal counsel, transfer
secretaries and independent reporting accountants, whose names are included in this pre-listing
statement, have given, and have not at the date of this pre-listing statement withdrawn their written
consents to the inclusion of their names in the capacities as stated.

The South African independent reporting accountants and the independent technical expert whose report
or summaries {as the case may bej} are included as annexures to this pre-listing statement, have given,
and have not at the date of this pre-listing statement withdrawn their written consents to the inclusion of
their reparts or summaries {as the case may be) in the form and context in which they appear.

STATEMENT AS TO LISTING ON THE JSE AND TRADING OF THE SHARES OF BMA

The JSE has formally approved, subject to the scheme becoming operative and the completion of items
listed below, the dual primary listing of BMA on the "Mining: Gold Mining" section of the JSE List from
the commencement of trade on Monday, 16 February 2009. The BMA shares will trade under the
abbreviated name GOLDONE with the trading code GDO from such date. The ISIN number of Gold One
International will be advised once obtained.

The JSE's approval is conditional on the following items:

» the relevant amendments to the constitution of BMA and those of its subsidiaries being approved at
the BMA general meeting to be held on 19 January 2009 to comply with JSE Listings Reguirements:

* the relevant amendments to the Employee Option Plan being approved at the BMA general meeting
to be held on 19 January 2009 to comply with the JSE Listings Requirements;

» the registration of BMA as an external company by 5 February 2009;
* the registration of BMA auditors with the JSE by 5 February 20089;
¢ the provision of the Goldone ISIN by 5 February 2009,

Once the classification of BMA as an African company is obtained, the JSE will be informed and an
announcement will be made on SENS by 5 February 2009,

BMA shares will only be traded on the JSE as dematerialised shares. Accordingly, any person who
purchases BMA shares and who elects to receive BMA shares in certificated form will be required to
dematerialise such certificated shares in order to be able to trade such shares on the JSE.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection as of 19 December 2008, at the
representative office in South Africa any time during normal business hours:

46.1 a signed copy of this pre-listing statement;
46.2 the constitution of BMA and its subsidiaries;

46.3 the historical audited consolidated financial statements of Aflease for the three financial years
ended 31 December 2005, 31 December 2006 and 31 December 2007 as extracted in
Annexure 1 to this pre-listing statement;

46.4 the reviewed results of Aflease for the six months ended 30 June 2008 as extracted in Annexure 2
to this pre-listing statement;

46.5 the historical audited consolidated financial statements of BMA for the four financial years ended
31 December 2004, 31 December 2005, 31 December 2006 and 31 December 2007 as
extracted in Annexure 3 to this pre-listing statement;




46.6

46.7

46.8

46.9

46.10

46.11
46.12
46.13
46.14

46.15

the reviewed results of BMA for the six months ended 30 June 2008 as extracted in Annexure 4
to this pre-listing statement;

the unaudited pro forma balance sheet and income statement of BMA for the six months ended
30 June 2008 as set out in Annexure 5 to this pre-listing statement;

the independent reporting accountant’s assurance report of PWC on the unaudited pro forma
financial effects of the scheme on Aflease’s ordinary shareholders and on the unaudited
pro forma balance sheet and income statement of BMA for the six months ended 30 June 2008
as extracted in Annexure 6 to this pre-listing statement;

the SAMREC technical report for Aflease, BMA and the pro forma consolidated resource and
reserve statement of Goid One International as set out in Annexure 7 o this pre-listing statement;

the written consents of the corporate advisors, sponsor, independent technical expert, attorneys,
legal counsel, transfer secretaries and independent reporting accountants named in this
pre-listing statement with regard to the publication of their names and, where applicable, reports
or summaries, in the form and context in which they appear in this pre-listing statement;

the director's service agreements referred to in paragraph 12.2 above;
the material contracts and transactions referred to in paragraph 35 above;
the Employee Option Plan;

terms and conditions of the Aflease convertible bonds, BMA convertible bonds and related
documentation; and

details of the ADR programme.

47. COPIES OF THE PRE-LISTING STATEMENT

Copies of this pre-listing statement, in English only, may be obtained any time during normal business
hours as of 19 December 2008 from the South African representative cffice of BMA, Macquarie and the
South African transfer secretaries, details of which are set out in the corporate information section.

This pre-listing statement has been signed in Sydney on behalf of the directors of BMA in terms of
powers of attorney granted.

This pre-listing statement has been signed in Johannesburg on behalf of the directors of Aflease in
terms of powers of attorney granted.

19 December 2008
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ANNEXURE 1

EXTRACTS OF HISTORICAL FINANCIAL INFORMATION OF AFLEASE FOR THE
THREE FINANCIAL YEARS ENDED 31 DECEMBER 2005, 31 DECEMBER 2006 AND
31 DECEMBER 2007

The following histarical financial information is an extract of the financial statements from:

¢ The Annual Report of the Aflease group for the year ending 31 December 2007 (with 31 December 2006
comparatives); and

s The Annua!l Report of the Aflease group for the year ending 31 December 2006 (with 31 December 2005
comparatives).

't should be noted that the audit opinions set out in this Annexure are based on the complete financial

statements contained within the respective annual reports.

The extracts provided comprise:

¢ Consolidated income statement,

¢ Consolidated balance sheets;

¢ Consolidated cash flow statement;

¢ Consolidated statement of changes in equity; and

* Notes to the financial staterments, including the accounting policies of Aflease.

This report has been prepared by and is the responsibility of the directors of Aflease.
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PART |

AFLEASE GOLD LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
as at 31 December 2007

Group Group
31 December 31 December
2007 2006
Notes R’000 R'000
ASSETS
Non-current assets
Property, plant and equipment 3 279,058 166,971
Asset retirement fund 4 6,682 705
Restricted cash 5 1,596 -
Investment in subsidiary 6 - -
Amounts due from related parties 7 268 72
287,604 167,748
Current assets
Inventories 8 289 289
Accounts receivables and prepayments 9 15,948 5973
Cash and cash equivalents 10 634,315 65,479
650,552 71,741
Total assets 938,156 239,489
SHAREHOLDERS’ EQUITY
Share capital and share premium 11 360,323 220,046
Contributed surplus 12 6,574 1,762
Accumulated deficit (126,676) (44,687)
240,221 177,121
LIABILITIES
Non-current liabilities
Financial liabilities designated at fair value 13 622,040 -
Agset retirement obligation 15 7,445 2,572
Deferred taxation 25 31,411 31,411
660,896 33,983
Current liabilities
Trade and other payables 16 30,358 25,235
Taxation payable 2,005 -
Amcunts owing 1o related parties 7 249 1,265
Provisions 17 4,426 1,885
37,038 28,385
Total equity and liabilities 938,156 239,489
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AFLEASE GOLD LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2007

Group Group

31 December 31 December

2007 2006

12 months 12 months

Notes R'000 R'000

Revenue 18 - -
Cost of Sales - -
Gross profit - -
Sundry income 18 3 301
General and administrative expenditure 19 (35,390) {13,165)
Share opticns expensed 12 {4,812) (1,762)
Exploration and pre-feasibility expenditure 20 (22,391) (9,979)
Impairment of assets 21 {3,055) -
Fair value adjustment on Financial liability 13 {22,040) -
Operating loss {87.686) (24,605)
Finance income 22 8,470 1,804
Finance costs 23 (226) (88)
Finance income — net 8,244 1,716
Loss before income taxes 24 (79,442) {22,889)
Income tax expense 25 (2,647} (333)
Net loss {81,989) (23,222)

Loss per share (cents)

- Basic 26 (16.31) (5.16)
- Diluted 26 (11.68) (5.14)
— Headline 26 (15.70) {5.16)
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AFLEASE GOLD LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 31 December 2007

Share Share Contributed Accumulated
Capital Premium Surplus Deficit Total

R’000 R’000 R’000 R’000 R’000
Balance at 31 December 2005 1,881 14,389 - {21,465) (5,195)
Share issues 34,157 173,533 - - 207,690
Share option scheme - - 1,762 - 1,762
Transaction cost - (3,914) - - (3,914)
Net loss for the period - - - (23,222) (23,222)
Balance at 31 December 2006 36,038 184,008 1,762 {44,687) 177,121
Share issues 28,638 111,804 - - 140,442
Share option scheme - - 4,812 - 4,812
Transaction cost - (165) - - (165)
Net loss for the period - - - (81,989) {81,989)
Balance at 31 December 2007 64,676 295,647 6,574 (126,676) 240,220
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AFLEASE GOLD LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2007

Group Group

31 December 31 December

2007 2006

Notes R’000 R’000

Cash utilised by operating activities (37.623) 2,190
Cash utilised by cperations (36,087) (18,660)
Utilised to increasef(decrease) working capital (9,228) 19,467
Cash utilised by operating activities 30 (45,325) 807
Finance income 21 8.470 1,804
Finance costs 22 (226) (88)
Taxation paid 3 (542) (333)
Cash expended on investment activities (111,972) {51,136)
Additions to property, plant and equipment 32 (104,399) {51,087)
Increase in investments (7.574) {49}
Cash flow from fihancing activities 718,432 114,206
Proceeds from issue of shares 140,277 110,473
Business combination - 11,820
Increase in financial liabilities 579,367 -
Decrease in amounts due to related parties (1,212) {(8,087)
Movement in cash and cash equivalents 568,837 65,260
Cash and cash equivalents at beginning of period 65,478 218
Cash and cash equivalents at end of period 10 634,315 65,479
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AFLEASE GOLD LIMITED AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as at 31 December 2007

1.

BASIS OF PREPARATION

The consolidated financial statements of Aftease Gold Limited and its subsidiaries have been prepared
in accordance with International Financial Reporting Standards ("IFRS").

The annual financial statements are prepared on the historical cost convention, as modified by the
revaluation of financial liabilities (including derivative instruments) at fair value through profit or loss.
Preparation of the annual financial statements is consistent with the previous year. The annual financial
statements incorporate the accounting policies set out below, which conform to International Financial
Reporting Standards {IFRS).

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying
the Group's accounting policies. The areas involving a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant to the consolidated financial statements are disclosed
in the relevant notes to the financial statements.

The accounting policies set out below have been applied consistently to all years presented in these
consolidated financial staterments.

Standards, amendments and interpretations to existing standards that are not yet effective and have not
been early adopted by the Group

(i) IFRS 2 {Amendment). Share-based payments - Vesting conditions and cancellations (effective from
1 January 2009) Earlier application is permitted. On 17 January 2008, the IASB published final
amendments to IFRS 2 Share-based Payment to clarify the terms ‘vesting conditions’ and
‘cancellations’ as follows:

« Vesting conditions are service conditions and performance conditions only. Other features of a
share-based payment are not vesting conditions. Under IFRS 2, features of a share-based
payment that are not vesting conditions should be included in the grant date fair value of the
share-based payment. The fair vatue also includes market-related vesting conditions.

« All cancellations, whether by the entity or by other parties, should receive the same accounting
treatment. Under IFRS 2, a cancellation of equity instruments is accounted for as an acceleration
of the vesting period. Therefore any amount unrecognised that would otherwise have been
charged is recognised immediately. Any payments made with the cancellation (up (o the fair value
of the equity instruments) is accounted for as the repurchase of an equity interest. Any payment
in excess of the fair value of the equity instruments granted is recognised as an expense.

(i) IFRS 3 (Revised). Business combinations and IAS 27 (Revised). Consolidated and separate financial
statements (effective from 1 July 2009) The revised IFRS 3 was a joint project of the IASB and the
US FASB. The objective was to achieve convergence in accounting for business combinations.

There are still a few differences between IFRS and US GAAP but they have been substantially
aligned. The revisions made to IFRS 3: Business Combinations, and IAS 27: Consolidated and
Separate Financial Statements, have brought the accounting in line with the economic entity model.
The Group will evaluate the impact on future business combinations as they occur.

(iii) IFRS 8. Operating Segments (effective from 1 January 2009). The standard requires an entity to
adopt the ‘management approach’ to reporting on the financial performance of its operating
segments. The Standard sets out requirements for disclosure of information about an entity's
operating segments and also about the entity’s products and services, the geographical areas in
which it operates, and its major customers. The disclosure should enable users of its financial
statements to evaluate the nature and financial effects of the business activities in which it engages
and the economic environments in which it operates.

(iv) 1AS 1. Presentation of Financial Statements (effective from 1 January 2009). The objective of this
Standard is to prescribe the basis for presentation of general purpose financial statements, to
ensure comparability both with the entity’s financial statements of previous periods and with the
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(v}

IInancial statements ol olner entilies. 10 acnieve s onjecive, NS olandarg sets oui overail
requirements for the presentation of financial statements, guidelines for their structure and minimum
requirements for their content.

'AS 23. Borrowing Cost — Revised (effective from 1 January 2009). The main change from the previous
version of IAS 23 is the removal of the option of immediately recognising as an expense borrowing
costs that relate to assets that take a substantial period of time to get ready for use or sale.

{vi) IFRIC 11, Group and Treasury Share Transactions (effective for annual periods beginning on or after

1 March 2007).This interpretation addresses the classification of a share-based payment
transaction, in which equity instruments of the parent or ancther group entity are transferred, in the
financial stalements of the entity receiving the services.

Interpretations to existing standards that are not yet effective and not relevant for the Group's
operations:

() IAS 1 and IAS 32. 'Puttables’ Amendment to IAS 32, Financial Instruments: Presentation and
IAS 1, Presentation of Financial Statements (effective from 1 January 2009). The IASB published
an amendment on puttable instruments and limited life entities to IAS 32, Financial Instruments:
Presentation, on 14 February 2008. Earlier adoption is allowed. The impact would be most
significant where issuers can be required to redeem instruments such as in the case of
partnerships, finite life entities, co-operatives and entities in the investment management sector.

(i) IFRIC 12. Service Concession Arrangements (effective for annual periods beginning on or after
1 January 2008). This interpretation provides guidance to private sector entities on certain
recognition and measurement issues that arise in accounting for public-to-private service
concession arrangements.

(iiiy IFRIC 13. Customer Loyalty programmes (effective from 1 July 2008). It addresses accounting
by entities that grant loyalty award credits to customers who buy other goods or services.
Specifically, it explains how such entities should account for their obligations to provide free or
discounted goods or services to customers who redeem award credits.

IFRIC 14. IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and
their Interaction (effective from 1 January 2008). It provides general guidance on how to assess
the limit in IAS 19 on the amount of the surplus that can be recognised as an asset. It also
explains how the pension asset or liability may be affected when there is a statutory or
contractual minimum funding requirement.

(iv

—

2. SIGNIFICANT ACCOUNTING POLICIES
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2.1

Consolidation

The consolidated financial statements include the amounts of the Group and all of its subsidiaries.
All significant inter-company balances and transactions are eliminated on consolidation.

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has the
power to govern the financial and operating policies generally accompanying a shareholding of
more than one half of the voting rights. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether the Group controls
another entity. Subsidiaries are fully consolidated from the date on which control is transferred to
the Group. They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured as the fair value of the assets given, equity
instruments issued and liabilities incurred or assumed at the date of exchange, plus costs directly
attributable to the acquisition. |dentifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair
value of the Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost
of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference
is recognised directly in the income statement.




2.2

2.3

Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated but considered an impairment
indicator of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

Foreign currency translation

Items included in the financial statements of each entity in the Group are measured using the
currency that best reflects the economic substance of the underlying events and circumstances
relevant to that entity (“the functional currency”).

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies, are recognised in the statements of operations and deficit,
except when deferred in equity as qualifying cash flow hedges.

Financial instruments

The Group's financial instruments consist of cash on hand, balances with banks, deposits on call,
accounts receivable and prepayments, accounts payable and accruals, borrowings, financial
liabilities designated at fair value through profit and loss and investments other than those in
subsidiaries or associates. The particular recognition methods adopted are discussed in the
particular policy statements associated with each item.,

Measurement

Regular purchases and sales of financial assets are recognised on the trade-date — the date on
which the Group commits to purchase or sell the asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets not carried at fair value through profit or loss.
Financial assets carried at fair value through profit or loss are initially recognised at fair value and
transaction costs are expensed in the income statement. Financial assets are derecognised when
the rights to receive cash flows from the investments have expired or have been transferred and
the Group has transferred substantially all risks and rewards of ownership. Available-for-sale
financial assets and financial assets at fair value through profit or loss are subsequently carried at
fair value. Loans and receivables are carried at amortised cost using the effective interest method.

Specific policies are discussed under the relevant headings below:
Investments

The fair values of guoted investments are based on current bid prices. If the market for a financial
asset is not active (and for uniisted securities), the Group establishes fair value by using valuation
technigues. These include the use of recent arm’s length transactions, reference to other instruments
that are substantially the same, discounted cash flow analysis and option pricing models, making
maximum use of market inputs and relying as little as possible on entity-specific inputs.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, bank balances, deposits held at call and
certificate of deposits with a remaining maturity of three months or less. Bank and cash balances
are reported separately from bank overdraft balances.

Financial assets

The Group classifies its financial assets in the following categories: at fair value for profit or loss,
loans and receivables and available-for-sale. The classification depends on the purpose for which
the financial assets were acguired. Management determines the classification of its financial assets
at initial recognition and re-evaluates this designation at every reporting date. Financial instruments
carried on the balance sheet include cash and cash equivalents, available-for-sale investments,
loan and trade receivables, accounts payable and borrowings. The particular recognition methods
adopted are disclosed in the individual policy statements associated with each item.

Financial assets at fair value through profit or loss are financial assets held for trading. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short term.
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Lerivailves are classitied as neld 1or trrading uniess iney are gesignaled as nedges. Assels in inis
category are classified as current assets.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not guoted in an active market. They are included in current assets, except for maiurities
greater than 12 months after the balance sheet date. These are classified as non-current assets.
Loans and receivables are classified as trade and other receivables in the balance sheet.

Available-for-saie financial assets are non-derivatives that are either designated in this category or
not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date.

Borrowing costs

Borrowings are recognised initially at the fair value of proceeds received, net of transaction costs
incurred, when the Group becomes party to the contractual provisions. Borrowings are
subsequently stated at amortised cost. Any difference between proceeds {net of transaction costs)
and the redemption value is recognised in the income statement over the period of the borrowings
as interest, using the effective interest rate method.

Borrowing costs that are directly attributable to the acquisition, construction or development of
gualifying assets that require a substantial period of time to prepare for their intended use are
capitalised. All other borrowing costs are recognised as an expense when incurred.

Financial liabilities

After initial recognition, financial liabilities other than trading liabilities are subsequently measured
at amortised cost using the effective interest rate method. Amortised cost is calculated by taking
into account any transaction costs, and any discount or premium on settlement.

Derivative financial instruments

Derivatives are initially recagnised at fair value on the date on which a derivative contract is entered
into and are subsequently remeasured at their fair value. Fair values are obtained from quoted
market prices in active markets, including recent market transactions, and valuation techniques,
including discounted cash flow models and options pricing models, as appropriate. All derivatives
are carried as assets when fair value is positive and as liabilities when fair value is negative.

Certain derivatives embedded in other financial instruments, such as the conversion option in a
convertible bond, are treated as separate derivatives when their economic characteristics and
risks are not closely related to those of the host contract and the host contract is not carried at fair
vatue through profit or loss. These embedded derivatives are measured at fair value with changes
in fair value recognised in the income staterment unless the Group chooses to designate the hybrid
contracts at fair value through profit and loss.

The method of recognising the resulting fair value gain or loss depends on whether the derivative
is designated as a hedging instrument, and if so, the nature of the item being hedged.

Changes in the fair value of any derivative instrument are recognised immediately in the income
statement under net trading income. However, the gains and losses arising from changes in the fair
value of derivatives that are managed in conjunction with designated financial assets or financial
liabilities are included in ‘net income from financial instruments designated at fair value’.

Financial liabilities designated at fair value through profit or loss
Financial liabilities are designated at fair value through profit or loss when:

* Doing so significantly reduces measurement inconsistencies that would arise if the related
derivatives were treated as held for trading and the underlying financial instruments were carried
at amortised cost for such as loans and advances to customers or banks and debt securities in
issue;

* Certain investments, such as equity investments, that are managed and evaluated on a fair
value basis in accordance with a documented risk management or invesiment strategy and
reported to key management personnel on that basis are designated at fair value through profit
and loss; and




* Financial instruments, such as debt securities held, containing one or more embedded
derivatives significantly modify the cash flows, are designated at fair value through profit and
loss.

Gains and losses arising from changes in the fair value of derivatives that are managed in
conjunction with designated financial assets or financial liabilities are included in ‘net income from
financial instruments designated at fair value’.

Recognition of deferred day one profit and loss

The best evidence of fair value at initial recognition is the transaction price (ig, the fair value of the
consideration given or received), uniess the fair value of that instrument is evidenced by
comparison with other observable current market transactions in the same instrument (ie, without
modification or repackaging) or based on a valuation technique whose variables include only data
from observable markets.

The Group has entered into transactions, some of which will mature after 5 years, where fair value
is determined using valuation models for which not all inputs are market observable prices or rates.
Such a financial instrument is initially recognised at the transaction price, which is the best
indicator of fair value, although the value obtained from the relevant valuation model may differ. The
difference between the transaction price and the model value, commonly referred to as ‘'day one
profit and loss’, is not recognised immediately in profit and loss.

The timing of recognition of deferred day one profit and less is determined individually. It is either
amortised over the life of the transaction, deferred until the instrument's fair value can be
determined using market observable inputs, or realised through settlement. The financial
instrument is subsequently measured at fair value, adjusted for the deferred day one profit and
loss. Subsequent changes in fair value are recognised immediately in the income statement
without reversal of deferred day one profits and losses.

Accounts payable

Liabilities for trade and other payables which are normally settied on 30 to 90 day terms are carried
at cost.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result
of past events and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation of which a reliable estimate can be made. Provisions are not
recognised for future operating losses. Provisions are measured at the present value of the
expenditure expected 1o be required to settle the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the obligation. The
increase in the provision due to passage of time is recognised as financial expense. Employee
entitlements to annual leave are recognised on an ongoing basis. An accrual is made for the
estimated liability for annual leave as a result of services rendered by employees up to the balance
sheet date.

Impairment and uncollectability of financial assets

An assessment is made at each balance sheet date to determine whether there is objective
evidence that a financial asset or group of financial assets may be impaired. If such evidence
exists, the estimated recoverable amount of the asset is determined and an impairment loss is
recognised for the difference between the recoverable amount and the carrying amount as follows:
The carrying amount of the asset is reduced to its discounted estimated recoverable amount, either
directly or through the use of an allowance account, and the resulting loss is recognised in the
income statement for the period.

Loans payable

Loans payable are recognised initially at the proceeds received, net of transaction costs incurred.
Loans payable are subsequently stated at amortised cost using the effective yield method; any
difference between proceeds {net of transaction costs) and the redemption value is recognised in
the income statement over the period of the loan.
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2.4

Oftset

Where a legally enforceable right of offset exists for recognised financial assets and financial
liabilities, and there is an intention to settle the liability and realise the asset simultaneously, or settle
on a net basis, all related financial effects are offset.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Equity instruments

Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue
costs.

Property, plant and equipment
Mine development and infrastructure

Mining assets are initially recorded at cost and will include mine development and mine plant
facilities, whereafter it is measured at cost less accumulated amortisation and impairment. Costs
include pre-production expenditure incurred in the development of the mine and the present value
of future decommissioning costs.

fnterest on borrowings to specifically finance the establishment of mining assets is capitalised until
it is substantially completed. Initial development and pre-production costs relating to a new ore
body are capitalised until the reef horizon is intersected and commercial levels of production are
achieved, at which time the costs are amortised. Mine development costs in the ordinary course to
maintain production are expensed as incurred. Mine development costs are capitalised to the
extent that it provides access to gold bearing reef and has future economic benefit.

Mineral and surface rights

Mineral and surface rights are recorded at cost of acquisition. When there is little fikelihoed of a
mineral right being exploited, or the value of mineral rights have diminished below cost, a write-
down is effected against income in the period that such determination is made.

Mining exploration

Exploration costs are expensed as incurred. When a decision is made that commercial production
on a mining property should commence, all further pre-production expenditures are capitalised.
These costs include evaluation costs.

Non-mining fixed assets

Land is shown at cost and not depreciated. Other non-mining fixed assets are shown at cost less
accumutated depreciation and accumulated impairment losseas.

Undeveloped properties

Undeveloped properties are initially valued at the fair value of resources obtained through
acquisitions. The fair value of these properties are annually tested for impairment. The excess
purchase price is allocated to undeveloped properties up to a maximum of their fair value.

Depreciation and amortisation of mining assets

Depreciation and amortisation of mineral property interests, mineral and surface rights, mine
development costs and mine plant facilities are computed principally by the units of production
method based on estimated proved and probable reserves. To the extend that these costs benefit
the entire ore body, they are amortised over the estimated life of the ore body. Amortisation is first
charged on mining ventures from the date on which the mining ventures reach commercial
production quantities.




2.5

2.6

2.7

Depreciation and amortisation of non-mining assets

Included in non-mining assets are motor vehicles, computer equipment and office equipment.
These assets are depreciated on a straight-line basis over their estimated useful lives as foliows:

- Motor vehicles 4 - 10 years
— Computer equipment 3 years
- Office equipment 3 -5 vyears

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each
balance sheet date.

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement.

Asset retirement obligations

The Group recognises the fair value of a future asset retirement obligation as a liability in the year
in which it incurs a legal obligation associated with the retirement of tangible long-lived assets that
results from the acquisition, construction, development, andfor normal use of the assets. The
Group concurrently recognises a corresponding increase in the carrying amount of the related
long-lived asset that is depreciated over the life of the asset. The fair value of the asset retirement
obligation is estimated using the expected cash flow approach that reflects a range of possible
outcomes discounted at credit adjusted risk-free interest rate. Provision is made in full for the
estimated future costs of pollution control and rehabilitation, in accordance with statutory
requirements. The fair value of asset retirernent obligations is recognised and provided for in the
financial statements and capitalised to mining assets when incurred.

Subsequent to the initial measurement, the asset retirerment obligation is adjusted at the end of
each year to reflect the passage of time and changes in the estimated future cash flows underlying
the obligation.

Changes in the obligation due to the passage of time are recognised in income as an operating
expense using the interest method. Changes in the obligation due to changes in estimated cash
flows are recognised as an adjustment of the carrying amount of the long-lived asset that is
depreciated over the remaining life of the asset.

Annual increases in the provision are accreted into income and consist of financing costs relating
to the change in present value of the provision and inflationary increases in the provision estimate.
The present value of additional environmental disturbances created are capitalised to mining
assets against an increase in rehabhilitation provision.

Impairment of non-financial assets

Assets that have an indefinite useful life, for example land, are not subject to amortisation and are
tested annually for impairment. Assets that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows {cash-generating units).
Non-financial assets other than goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

Management's best estimate includes only those projections which it believes are reliable. These
estimates are subject to risks and uncertainties including future metal prices. It is therefore
reasonably possible that changes could occur which may affect the recoverability of the assets.

Future income and mining taxes

The Group utilises the asset and liability method of accounting for income and mining taxes. Under
the asset and liability method, future income and mining tax assets and liabilities are recognised
for the future tax consequences attributable to differences between the financial statement carrying
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2.9

2.10

2.1
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amounts of existing assets ana liabilities and their respective tax bases reduced by a valuation
allowance to reflect the recoverability of any future income tax asset. Future income and mining tax
assets and liabilities are measured using enacted or substantively enacted tax rates expected to
apply when the asset is realised or the liability settled. The effect on future income and mining tax
assets and liabilities of a change in tax rates is recognised in income in the year that enactment or
substantive enactment occurs.

Share-based compensation
The Group's share-based compensation plan is described in note 12.

The Group operates an equity-settled, share-based compensation plan. The fair value of the
employee services received in exchange for the grant of the options is recognised as an expense.
The total amount to be expensed over the vesting period is determined by reference to the fair
value of the options granted, excluding the impact of any non-market vesting conditions (for
example, profitability and sales growth targets). Non-market vesting conditions are included in
assumptions about the number of options that are expected to vest. At each balance sheet date,
the entity revises its estimates of the number of options that are expected to vest. It recognises the
impact of the revision of griginal estimates, if any, in the income statement, with a corresponding
adjustment to equity. The fair value attributable to share options that expire unexercised is credited
to contributed surplus.

Revernue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
in the ordinary course of the Group’s activities. Revenue is shown net of valug-added tax, returns,
rebates and discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the entity and specific criteria have been met for
each of the Group’s activities as described below. The amount of revenue is not considered to be
reliably measurable until ail contingencies relating to the sale have been resclved. The Group
bases its estimates on historical results, taking into consideration the type of customer, the type of
transaction and the specifics of each arrangement.

Interest income is recognised on a time proportion basis, taking account of the principal
outstanding and the effective rate over the period to maturity, when it is determined that such
income will accrue to the Group.

Leased Assets

Leases of property, plant and equipment where the Group has substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases are capitalised at the
inception of the lease at the lower of the fair value of the leased property or the present value of
the minimum lease payments. Each lease payment is allocated between the liability and finance
charges so as to achieve a constant rate on the finance balance outstanding. The corresponding
rental obligations, net of finance charges, are included in other long-term payables. The interast
element of the instalment is charged to the income statement over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each period.
The property, plant and equipment acquired under finance leases are depreciated over the shorter
of the usefut life of the asset or the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lesser are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the income statement on a straight-line basis
over the period of the lease.

Inventories

Inventories, which include gold in process and consumable stores are stated at the lower of cost
or net realizable value. The related direct production costs associated with gold in process are
deferred and charged to costs as the contained gaold is recovered. Consumable stores are valued
on the weighted average basis.




2.12 Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, the deferred income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is setiled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries
and associates, except where the timing of the reversal of the temporary difference is controlled by
the Group and it is probable that the temporary difference will not reverse in the foreseeable future.

2.13 Segmental reporting

Business segments are subject to risks and returns that are different from those of other business
segments. Geographical segments are engaged in providing products or services within a
particular economic environment that are subject to risks and returns that are different from those
operating in other economic environments. Future segments identified are East Rand, Free State
and Namibia. Activities during the year under review was mainly East Rand activities. The activities
in the other regions were immaterial and did not justify additional disclosure.

2.14 Earnings or loss per share

Basic earnings or loss per share is computed by dividing earnings or loss available to common
shareholders by the weighted average number of common shares outstanding during the year. The
treasury stock method is used to calculate diluted earnings or loss per share. Diluted earnings or
loss per share is similar to basic earnings or loss per share, except that the denominator is
increased to include the number of additional common shares that would have been outstanding
assuming that options and warrants with an average market price for the year greater than their
exercise price are exercised and the proceeds used to repurchase common shares. Headline
earnings or loss per share is calculated by adjusting the basic earnings or loss per share in
accordance with the guidance provided in SAICA circular 8/2007 and dividing it by the weighted
average number of shares outstanding during the year.

3. PROPERTY, PLANT AND EQUIPMENT

2007 2006

Accumulated Accumulated
Group Cost amortization Net Cost amortization Net
R’000 R’000 R'000 R’000 R’000 R’000

Mine development costs

and mine plant facilities 131,492 - 131,492 30919 - 30919
Undeveloped properties 110,645 - 110,645 114,267 (1,266) 113,001
Motor vehicles and equipment 43,474 (7,008) 36466 22625 - 22,625
Computer and office equipment 715 (260} 455 518 (91) 427
286,326 (7.268) 279,058 168,329 (1,357) 166,971

Undeveloped properties comprise:

Undeveloped

properties
2007 2006
R'000 R’000
Sub Nigel 1, 2and 3 108,536 110,891
Spaarwater 2,110 2,110

110,645 113,001
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Reconciliation of net asset value at the beginning and end of the year

Mine
development Motor
costs and vehicles
mine plant Undeveloped and Office
facilities properties equipment equipment 2007 2006
R’000 R’000 R’'000 R'000 R’'000 R’000
Opening balance 30, 919 113,001 22,625 427 166,971 3,844
Acquisition through
business combinations - - - - - 112,894
Disposals - - - - -
Additions 100,573 - 20,849 197 121619 51,087
Impairments - (2,356) - - (2,356)
Depreciation - - (7,008) {169) (7,177) {853)
Closing balance 131,492 110,645 36,466 455 279,058 166,792
The impairment of assets are disclosed in note 21.
Reconciliation of net asset value at the beginning and end of the year
Mine
development Motor Computer
costs and vehicles and
mine plant Undeveloped and office
facilities properties equipment equipment 2007 2006
R'000 R'000 R'000 R’'000 R'000 R’000
Opening balance 2,610 2,110 - 394 5113 7,074
Additions 4,586 - 122 - 4,708 617
Disposals - - - - - -
Impairments - - - - - (2,508)
Depreciation - - (11) (137) (148) (71)
Movement for the year 7,195 2,110 112 257 9,674 5,114
ASSET RETIREMENT FUND
Group Group
31 December 31 December
2007 2006
R'000 R'000
investments in Rehabilitation Funds 6,682 705
- Opening balance 705 656
- Investment income net of transaction cost (23) 49
- Premium 6,000 -
6,682 705
Reconciliation of Rehabilitation fund:
Environmental
Trust Fund 2007
R’'000 R’'000
Cpening balance 705 705
Investment income net of transaction cost 61 (23)
Premium - 6,000
Closing balance at year-end 766 6,682




The Environmental Trust Fund is a trust under the Group's control and is to be used to fund the
rehabilitation liabilities. Funds in the trust consist of primarily cash held in interest bearing accounts. The
Rehabititation Cash Management account is a money market fund investment. interest is capitalised on
a monthly basis. These investments are restricted in use and may only be used to fund the Group's
approved rehabilitation costs.

The Group invested in an insurance policy to enable it to furnish a guarantee to the DME as a financial
provision for future rehabilitation expenditure on the Modder East Gold Mine. Premiums are paid in
accordance with the policy to Guardrisk, an initial premium of R6 million followed by two annual
premiums of R1 million each. Guardrisk will invest the funds in money market investments and has
furnished a Guarantee of R20 million to the DME. The Group earns investment income on a credit
balance and the policy will mature after 3 years after which the balance on the account will be refunded
to the Group. Any claim for rehabilitation will be paid by Guardrisk. Claims in excess of the fund balance
is owed to Guardrisk at a prime rate.

RESTRICTED CASH

Group Group
31 December 31 December
2007 2006
R’000 R’000C

Investments in Restricted cash accounts
for Rehabilitation purposes 1,596 -
- Opening balance - -
- Investment income net of transaction cost 55 -
- Costs 1,541 -
1,596 -

As part of new order right applications to the DME, the applicant must deliver a guarantee that covers
the expected rehabilitation as per the approved Environmental Management Program for the specific
mining or prospecting right. A bank guarantee is delivered and financial provision in the form of a
deposit into a restricted cash account at the relevant bank is required.

INVESTMENT IN SUBSIDIARY

Group Group

31 December 31 December
2007 2006

R’000 R’000

Unlisted subsidiary companies
Shares at book value - _

Directors’ valuation

The invesiment represents the investment in New Kieinfontein Mining Company Limited and its
subsidiaries and Etendeka Prospecting and Mining Company (Pty) Ltd. The Modder East project is the
maost significant asset in the Group. The last independent valuation of Modder East returned a value of
R922 million (June 2006:R785 million). The valuation was performed by SRK Consulting in
November 2007,
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INTER-GROUP LOANS

Group Group
31 December 31 December
2007 2006
R’000 R’000
Amounts due from related parties
Rietkuil Mining (Pty) Ltd - 65
Uranium One 266 7
Etendeka Prospecting & Mining (Pty) Ltd (Namibia) - -
Sub Nigel Share Trust 1 -
New Kleinfontein Mining Co (Pty) Ltd - -
New Kleinfontein Gold Mine (Pty) Ltd - -
New Kleinfontein Gold Claims (Pty} Ltd - -
Mali Holdings - -
New Kleinfontein Rehab Trust - -
Micawber 400 (Pty) Lid - -
Total inter-group loans 268 72
Amounts owing to related parties
Rigtkuil Mining (Pty) Ltd - 330
Uranium One 249 935
Marris Mining - -
Total inter-group loans 249 1,265
Inter-company loans are interest free with no fixed repayment terms.
INVENTORIES
Group Group
31 December 31 December
2007 2006
R'000 R'000
Spares and consumables 289 289
ACCOUNTS RECEIVABLES AND PREPAYMENTS
Group Group
31 December 31 December
2007 2006
R’000 R'000
Trade receivables 512 581
Value-Added Tax and General Sales Tax 14,275 5,346
Deposits and guarantees 35 35
Other receivables 1,126 -
15,948 5,973

The carrying amounts of accounts receivable approximate its fair value due to the short maturities of

these instruments.



10. CASH AND CASH EQUIVALENTS

Group Group

31 December 31 December

2007 2006

R’000 R’000

Cash at bank and on hand 2,554 4,732
Call and notice deposits 631,761 60,747
634,315 65,479

The carrying ameounts approximate fair value due to the shart maturities of these instruments.

11. SHARE CAPITAL AND SHARE PREMIUM
Group

On January 12, 2006, Aflease Gold Limited was created by the reverse acquisition of the Sub Nigel Gold
Mining Company Limited by New Kleinfontein Mining Company Limited.

Number of shares Value of shares
Ordinary shares 2007 2006 2007 2006
R’000 R’000

Authorised share capital

1,775,000,000 shares

of 57 cents per share 1,775,000,000 1,775,000,000 1,011,750 1,011,750
Issued share capital

Opening balance of common

shares in issue 473,889,600 85,152,920 220,046 16,270
Common shares issued in

public or private offering 49,117,406 46,700,00 139,711 109,306
Reverse acquisition settlement - 339,011,680 - 96,418
Exercise of stock options 1,125,000 3,025,000 731 1,966

Share issue costs - (165) (3.814)

Closing balance of issued and
outstanding shares 524,132,006 473,889,600 360,323 220,046

All issued shares are fully paid-up.

Unissued shares

The unissued shares are under the controt of the Directors until the forthcoming annual general meeting.

12. CONTRIBUTED SURPLUS

The following table details the movements of contributed surplus during the year:

Group Group
31 December Company 31 December Company
2007 2007 2006 2006
R’'000 R’000 R’000 R’000
At the beginning of the year 1,762 16,086 - 187
Share options expensed 4,812 4812 1,762 15,899
At the end of the year 6,574 20,897 1,762 16,086

Critical judgement applied by management
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The fair value of stock options and restricted shares used to caiculate compensation expense has been
estimated using the binomial option pricing model with the following assumptions:

2007 2006
Risk free interest rate: Zero coupon swap CUrves 9% — 10% 7% — 9%
Expected dividend yield - -
Expected volatility of the Company's share price 42.3% - 49.8% 47 8%

The volatility measured at the standard deviation of continuously compounded share returns is based
on statistical analysis of daily share prices over the last 90 trading days. The sensitivity of share option
valuation to different volatilities are set out in the table below:

60 days 90 days 180 days
Weighted average volatility used in
valuations at different dates 47 9% 48% 48.6%
R'000 R’000 R’000
Sensitivity of the fair value of Share option
expensed of R4.81 million - Higher/(Lower) (32) - 35

Options

The Share Incentive Scheme is administered by the Board of Directors, which determines individual
eligibility under the plan, and the number of shares reserved for optioning to each individual. Each
allotment vests in three equal tranches over a period of two years. The maximum number of shares of
the Company that are issuable pursuant to the plan is limited to 20% of issued shares, and the maximum
number of options or shares to be allotted to an individual is in the aggregate limited to 7% of the issued
ordinary share capital. Below is disclosure of the movement of Aflease Gold's share options as well as
a reconciliation to the Company's share options outstanding on 31 December 2007.

The following is a summary of the Company's options granted under its Share Incentive Scheme:

Weighted Average

Number of options Exercise Price

2007 2006 2007 2006

R'000 R’'000

At the beginning of the year 7.809,906 8,000,000 - -
Granted during the year 4,854,971 3,234,906 2.79 2.80
Exercised during the year {1,125,000) (3,425,000) 0.65 0.65
Forfeiture of share options {521,915) - 2.80 -
At the end of the year 11,017,962 7,809,906 212 1.54

The share option compensation expense for 2007 was R4.8 million (2006: R15.9 million). As at
31 December 2007 the aggregate unexpensed fair value of unvested stock options granted amounted
to R5.1 million (2006: R4.9 million).
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The following table summarises certain information about the Company’s share options outstanding at
31 December 2007:

Range of Options

Exercise Prices (ZAR) outstanding Options exercisable
Number Weighted Weighted Number Weighted
outstanding average average exercisable average
as at remaining exercise as at exercise
31 Dec 07 life price 31 Dec 07 price

{years)

0.65 3,450,000 23 0.65 3.450,000 0.65
2.80 2,712,991 3.9 2.80 1,634,689 2.80
2.84 642,248 47 2.84 214,083 2.84
272 635,829 48 272 211,943 272
3.10 163,500 48 3.10 54,500 3.10
3.13 1,067,000 4.9 3.13 355,667 3.13
2.79 1,512,284 49 2.79 504,095 2.79
2.62 834,110 5.0 2.62 278,037 2.62
11,017,962 38 2.15 6,703,013 1.70

The vesting of 6,750,000 options were accelerated so as to make them available for exercise at 10 April
2008. The expiry date of these options remains 15 March 2010.

FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE
Group Group
31 December Company 31 December Company
2007 2007 2006 2006
R’000 R’'000 R'000 R'000
The convertible bond is presented
in the balance sheet as designated
at Fair value through profit and loss
as follows:
At the beginning of the year - - - -
Initial recognition:
- Fair value of convertible bond issued 622,204 622,204 - -
— Day one loss deferred (Refer note 14) (22,204) {22,204) - -
Face value of convertible bond issued 600,000 600,000 - -
Fair value adjustment through profit and loss 22,040 22,040 - -
At the end of the year 622,040 622,040 - -

On 13 December 2007, the Group issued 600 (Six hundred) 8.5% convertible bonds at a nominal value
of R1 million per bond. The bonds mature 5 years from the issue date at the redemption value of 109.6%
of the nominal value unless converted into the Group's ordinary shares at the holder's option, at any time
during the conversion period. All or some of the bonds can be converted at a fixed rate of
266,058 shares per bond. However in the circumstance that continuous preduction has not commenced
by 31 March 2010 on the Modder East Mine, the conversion rate will be recalculated on the reset date
using a formula based on the Group’s share price at that date. The effective yield to maturity of the
instrument is 10%.

At any time on or after 12 December 2009 the Group may redeem all, but not some only, of the Bonds
for the time being outstanding at their accreted principal amount, which represents on the relevant date
a gross yield to maturity identical to that applicable in the case of redemption on the Maturity date,
together with interest accrued to the date fixed for redemption. This option is exercisable only if the
market value of the ordinary shares has accreted by more than 150% of the conversion price
(i.e. R4.1194 x 150% = R6.1791) and ignoring the possible reset.
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In addition, the Company has the option to redeem all the bonds, and not some only, at any time, at their
accreted principal amount together with interest accrued to the date fixed for redemption, if 85% or more
of the originally issued bonds have been exercised and/or purchased and cancelled.

The holder has the option to put the bond to the Company at the accreted principal amount plus accrued
interest on the third anniversary of the closing date.

Certain debt covenants exist over the convertible bond. So long as any of the Bonds remain outstanding,
the Group will not create or permit to subsist any additional indebtedness whatsoever in relation to the
Modder East Project. The Group is only permitted to create or permit to subsist any indebtedness in
relation to any other Project in specific circumstances.

So iong as any of the Bonds remain outstanding, the Group will not create or permit to subsist any
mortgage, charge, lien, pledge or other form of encumbrance or security interest upon the whole or
any part of itsftheir present or future property or assets, revenues present or future to secure any
Indebtedness or any guarantee or indemnity in respect of any indebtedness unless they comply with
specific rules set out in the convertible bond agreerment.

The transaction costs of R20.6 million which are directly attributable to the raising of the convertible
bonds are expensed through profit and 1oss.

Financial risk factors and critical judgement applied by management

The Convertible bonds are designated at fair value and therefore the carrying amount will approximate
the fair value of the financial liability.

The fair value of the Convertibte bond has been estimated using the following assumptions:

Inception Year end

date 2007

Methodology used Binomial pricing Binomial pricing

tree algorithm tree algorithm

Maturity date: matures over a period of 5 years 13 December 2012 13 December 2012

Risk free interest raie: Zero coupon bond curves 9.86% 9.86%

Expected dividend yield - -
Expected volatility of the Company’s share price:

exponentially weighted moving average methadology (= 99%)"” 48.80% 49.30%

Credit spread: JIBAR plus " 5.00% 5.00%

The Company's spot share price R2.5800 R2.9500

Conversion price R4.1194 R4.1194

M The Group used its judgment to select a variety of methods and make assumptions that are mainly based on market conditions
existing at inception date of the Convertible bond. The following sensitivity of the fair value, expressed in Rand thousands, to
assumptions were analysed and gave rise to the day one loss, using the valuation model:

Credit spread: JIBAR plus

Expected volatility 5.00% 7.50% 8.88%

68.8% 34,488 19.936 12,073

58.8% 17,164 4,589 {3.484)
53.8% 8,582 (4,724) (12,508}
43.8% - (14,036) {22,204)
43.8% (10,534) (24,255) {30,832)
38.8% (22,204) £34,474) {40,134)
28.8% (40,656) (52,098) {55,515)

A credit spread of 8.80% will approximately result in the fair value of the bond on the issue date being equal to the par value
at a historicat volatility of 48.8%. The day one loss can be derived from the above sensitivity analysis at these parameters.

@ Management is confident that continuous production will be highly probable at 31 March 2010 and therefore the conversion
price constant and the price reset were nal considered to have an effect on the current valuation.
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The carrying value of the Convertible Bond at the balance sheet date is set out as follows:

Group Group

31 December 31 December

2007 2006

R'000 R'000

Fair value of convertible bond issued 644,025 -
Carrying value of Deferred Day one loss (Refer note 14) (21,985) -
At the end of the year 622,040 -

- The fair value of the Convertible bond at the balance sheet date, will be an estimated R11.9 million
lower or R14.8 million higher if the cbservable rigk free interest rate, JIBAR, used in the model differs
by 1% from management's estimates ruling at the time of the valuation.

~ The fair value of the Convertible bond at the balance sheet date will be an estimated R26.8 million
lower or R10.4 million higher if the observable market price of the Group's ordinary shares used in the
madel differs by 20% from management's estimates that ruled at the time of the valuation.

The exposure of the Group to the Convertible Bond interest rates and the contractual cashflows, in the
circumstances that rule at the balance sheet dates, are set out in the table below. The table below
analyses the Group’s financial liability into relevant maturity groupings based on the remaining period at
the balance sheet to the contractual maturity date. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as
the impact of discounting is not significant.

The carrying value of the Convertible Bond at the balance sheet date is set out as follows:

Group Group

31 December 31 December

2007 2006

R’000 R’000

Payable in 912,600 -
- 2007 - -
-~ 2008 51,000 -
- 2009 51,000 -
— 2010 51,000 -
- 2011 51,000 -
- 2012 708,600 -
— Thereafter - -

The Group's Convertible bonds are denominated in South African Rand. No foreign currency exposure
exists.

DEFERRED DAY ONE PROFIT AND LOSS

Movement of deferred day one profit and loss arising from the issue of the Convertible Bond is as follows:

Group Group

31 December 31 December

2007 2006

R’000 R’000

At the beginning of the year - -
Addition arising from new transactions — Loss 22,204 -
Released to profit and loss during the year (219) -
At the end of the year 21,985 -

The day one loss is carried as part of the Fair value of the Convertible Bond and the amount released
to profit and loss is included in the fair value adjustment on the Convertible bond (Refer Note 13).
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ASSET RETIREMENT OBLIGATION

Sub-Nigel/ New Total Total

Group Spaarwater Kleinfontein 2007 2006
R’000 R'000 R’000 R’000

Opening balance 223 2,349 2,572 1,086
- Disturbance incurred 715 3,971 4,686 -
— Incurred during the year - - - 1,264
- Accretion expense 8 178 186 222
At the end of the year 947 6,498 7,445 2,572

The rehabilitation trusts have been set up as sinking funds for the purposes of the environmental
rehabilitation and closure costs. The trust deed prohibits use of the funds for any other purpose.

Other forms of funding the future rehabilitation cost has been considered by management. These
include restricted cash accounts and an Insurance policy. Refer to note 4 for more details.

The fair value of the restricted assets at year end is R8.3 million (2006: R705,000). Refer note 4.

The associated long lived assets are in the East Rand region. The liability for the entire East Rand
excluding the old plant and slimes dam entails the plugging of the shafts and covering with topsail. The
old plant will be demolished and the small slimes dam will be cleaned, and vegetated.

The above table provides a reconciliation of the present value of the liability at year end:
The following are the key assumptions used in the model:

() The total undiscounted and uninflated amount of the estimated cash flows is R8.9 million (2006:
R3.5 million).

(i} 'tis estimated that the liability in respect of the New Kleinfontein Group will realise after 8.75 years
(2006: 10.5 years).

(iii) Inflation of 7% (2006: 5.5%) and a discount rate of 9.5% (2006: 14.5%) were used to discount
nominal future liahilities.

TRADE AND OTHER PAYABLES

Group Group

31 December 31 December

2007 2006

R’000 R’000

Trade payables 30,124 21,454
Accruals 235 652
Other payables - 3,129
At the end of the year 30,358 25,235

The carrying amount of trade and other payables approximate its fair value due to its short maturities.

PROVISIONS
Group Group
31 December 31 December
2007 2006
R’G00 R’000
Opening balance 1,885 -
Provision for leave pay 231 232
Provision for bonuses 500 1,500
Provision for settlement of employee taxes 1,681 56
Operating lease liability 129 g7
Closing balance 4,426 1,885




18.

19.

20.

REVENUE
Group Group
31 December 31 December
2007 2006
12 months 12 months
R'000 R’000
Gaold sales - -
Sundry income
- Sale of scrap metal 853 301
— Other Sundry income 3 -
- Incidental income capitalised to development cost (853) -
3 301
GENERAL AND ADMINISTRATIVE EXPENDITURE
Group Group
31 December 31 December
2007 2006
12 months 12 months
R’'000 R'000
Accounting fees 214 -
Audit fees 554 345
Depreciation 148 853
Directors remuneration 1,373 404
Legal fees 72 -
Management fees 1,746 3.005
Staff cost 8,163 4,958
Transaction costs 20,868 1,960
Other 2,252 1,639
35,390 13,165
EXPLORATION AND PRE-FEASIBILITY EXPENDITURE
Group Group
31 December 31 December
2007 2006
12 months 12 months
R’000 R’000
Cash-settled exploration and project development expenditure
- Modder East 1,991 5720
— Sub-Nigel 4,874 3,791
— Turnbridge 315 5
— Holfontein 2,418 59
— Spaarwater - 5
- Ventersburg 7412 43
— Etendeka 2,168 356
— Mineral Rights 131 -
- QOther projects in South Africa 45 -
- Other projects in Africa 124 -
— General cost not attributable to a specific project 2,915 -
22,391 9,979
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IMPAIRMENT OF ASSETS

Management has re-evaluated the value of the gold claims carried on the balance sheet of New
Kleinfontein Gold Claims (Pty) Ltd. The gold ciaims represent the old order mining rights that formed the
basis of the application for the new order rights at Modder East and Turnbridge. Based on this valuation
management concluded that no vaiue shoutd currently be attributed to the gold claims. In accordance
with the provisions of IAS 36, the value of the old order right has been written down to zero, along with
the Undeveloped property balance that arise on consolidation and the Loan accounts from related
parties in their separate financial statements.

Management re-evaluated the value of the Ventersburg project during the prior period. Based on this
valuation management concluded that no value should currently be attributed to the project. In
accordance with the provisions of IAS 36, the value of these investments have been written down to zero.

Details of net assets impaired are as follows:

Group Group
31 December 2006
12 months 12 months
R’'000 R'000
Old order rights — New Kleinfontein Gold Claims 3,055 -
Mining rights — Ventersburg - -
Net assets impaired 3,055 -
FINANCE INCOME
Group Group
31 December 2006
12 months 12 months
R’000 R’'000
Interest received on cash and cash equivalents 8,470 1,804
FINANCE COST
Group Group
31 December 2006
12 months 12 months
R’000 R’000
Interest paid 226 88
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LOSS BEFORE INCOME TAX

Group Group
31 December 2006
12 months 12 months
R'000 R'000
The following items have been charged in arriving at the loss before tax:
Accounting fees 214 -
Audit remuneration for audit services 554 345
Legal fees 72 -
Management fees 1,746 3,005
Operating lease payments 204 136
Depreciation 148 853
- Depreciation 7177 853
- Capitalised to Development cost (7.029) -
Impairment of assets 3,055 -
Transaction cost on raising of Convertible bond 20,633
Share options expensed 4,812 1,762
— Staff 1,078 1,762
— Directors 3,734 -
Staff cost 8,163 4,958
— Salaries 10,585 4,415
- UIF 29 375
- Other 685 168
- Capitalised to Development cost (3,136) -
Directors remuneration 1,373 404
- Executive Directors 924 -
- Non-executive Directors 449 404
INCOME TAX EXPENSE
Group Group
31 December 2006
12 months 12 months
R'000 R'000
South African taxation - current {2,403) (333)
- previous year adjustment (144) -
(2,547) {333)
A reconciliation between the average effective tax rate and the applicable tax rate is presented below:
Group Group
31 December 2006
12 months 12 months
R'000 R'000
Statutory rate of taxation 35% 45%
Income not subject to tax - 0.1%
Tax rate adjustment from 45% to 35% on New Kleinfontein {1,9%])
Assessed loss utilised - 1.2%
Expenses not deductible for tax purposes (14.8%) (6.3%)
Deferred tax asset not recognised (21.9%) {32.0%)
Tax rate differential - mining vs non-mining 0.6% (6.8%)
Prior year over adjustment {0.2%) (0.5%)
Other - {1.2%)
Effective tax rate (3.2%) (0.5%)

Gold mining tax on mining income is determined by taking into account the taxable income, total mining
income and capital expenditure from mining operations during the year. No mining tax was payable in
2007 as the Group has an estimated unredeemed capital expenditure balance of R263.1 million
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(2006: R120.5 million) and calculated tax losses balance of R6.8 million (20U6: HO.G million). This 1s
made up as follows:

Unredeemed Unredeemed
Capital expenditure Tax losses
2007 2006 2007 2006
R’000 R’000 R’000 R’000

Old order rights
- New Kleinfontein Gold Claims 263,121 120,501 6,843 6,794

The mining tax rates utilised as at 31 December 2007 is 35% in South Africa. (2006:35% for Aflease Gold
and 45% for the New Kleinfontein companies). The Group will be taxed at the lower gold formula as they
do not have the Secondary Tax on Companies exemption.

These future deductions are utilizable only against income generated from the Group’s current mining
operation and do not expire unless the mine ceases to trade.

Non-mining taxable income, which consists primarily of net inierest received, was shielded against
mining tax losses that were not ring-fenced for tax purposes.

Except to the extent disclosed below, a net future tax asset arising from tax losses and unredeemed
capital expenditure, has not been recognised in the current period as its recoverability is not more likely
than not.

The Group's future income tax assets and liabilities as at 31 December 2007 and 2006 are summarised
below. These amounts incorporate the unredeemed capital expenditure as well as the tax loss balances
referred to above multiplied by the applicable tax rates.

Group Group

31 December 31 December

2007 2006

R’000 R’000

Mining assets 59,103 24,335
Non-mining assels 657 202
Revaluation of undeveloped property 31,411 31,411
Financial liability designated at fair value (6,722) -
Provisions (3,297) {(719)
81,153 55,229
Unredeemed capital expenditure {92,092} {48,810)
Taxation losses {1,985) (1,964)
Deferred tax asset not recognised 44,335 26,956
Net future income tax liability recognised 31,411 31,411

A fair value increment in mining assets of R108.3 million arose on the fair valuation of the assets of
Sub-Nigel that formed part of the reverse take over of Sub Nige! by New Kleinfontein. In compliance with
accounting practice, a future tax liability of R31.4 million was recognised on this revaluation.




26. BASIC LOSS PER SHARE, DILUTED LOSS PER SHARE AND HEADLINE LOSS PER SHARE

27.

Group Group
31 December 2006
12 months 12 months
Basic loss per share
Basic loss per share {cents) (16.31) (5.16}
is calculated based on net (lass)/orofit of the period of (R'000) {81,989) (22,889)
and a weighted average number of shares outstanding of issued 502,681,903 443,166,965
Potentially Diluted basic loss per share of (cents) (11.68) (5.14)
is calculated based on net {loss)/profit of the period of (R'000) (59,949) (22,889)
and a weighted average number of shares outstanding of issued 513,215,920 444,939,171
Weighted average number of ordinary shares 502,681,903 443,166,965
Adijusted for:
Weighted average options granted potentially issued
for no consideration 2,661,616 1,772,206
Weighted average convertible bonds potentially convertible 7,872,401 -
Potentially diluted average number of shares 513,215,920 444,939,171
Reconciliation of basic loss and potentially
diluted loss for the period:
Loss before tax {81,989) (22,889)
Fair value adjustment on Convertible bonds 22,040 -
Potentially diluted Loss for the period {59,949) (22,889)
Headline loss per share
Headline loss per share (cents) (15.70) (5.16)
is calculated based on net (ioss)/profit of the period (R'000) {78,934) {22,889)
and a weighted average number of shares outstanding of issued 502,681,903 443,166,965
Reconciliation of basic loss and headline loss for the period:
Loss before tax (81,989) (22,889)
Impairment write-downs 3,055 -
Headline earnings (78,934) {22,889)
CONTINGENT LIABILITIES AND COMMITMENTS
Group Group
31 December 31 December
2007 2006
12 months 12 months
R’000 R'000
Guarantees 21.790 1,325
Capital commitments 897,999 144,487
Operating lease commitments 3,926 4,025
Guarantees:
Environmental rehabilitation of land
- Performance bank guarantees with the DME 1,296 1,080
- Performance insurance policy guarantee with the DME 20,249 -
Performance guarantee — Eskom 245 245
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Capital commitments

Group Group

31 December 31 December

2007 2006

12 months 12 months

R’000 R’000

Capital expenditure commitments contracted for 175,953 2,553
Capital expenditure commitment authorised by the

Directors but not yet contracted for 722,046 141,934

897,999 144,487

Payable in 897,999 144,487

- 2007 - 141,914

- 2008 557,290 -

- 2009 204,495 -

- 2010 127,314 -

- 2011 - -

- 2012 - -

Thereafter 8,201 2573

The Group capital commitment relates to capital expenditure on the Modder East projects as well as the
asset rehabilitation liability, it includes the Board approved capital expenditure on the development of
the Sub Nigel Gold Mine as included under the Company commitments.

Operating leases

Group Group
31 December 31 December
2007 2006
12 months 12 months
R’000 R'000

The future aggregate minimum lease payment under

non-cancelable operating leases are:

No later than 1 year 84 77
Later than one year but no later than 5 years 431 516
Later than 5 years 3,410 3,432
3,926 4,025

The operating lease relates to the lease of the farm Cloverfield. The lease agreement commenced in April
2006 and expires in March 2016, an option to renew exists for a further period of 9 years and 11 months.
The initial lease payment amounted to 16,000 per month and will escalates by 10% per annum.

FINANCIAL INSTRUMENTS
Financial risk factors

The Group’s activities expose it to a variety of financial risks, including the effects of changes in debt
and equity market prices, foreign currency exchange rates and interest rates. The Group's overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the financial performance of the Group. The Group does not hedge its
exposure to foreign currency exchange risk.

Risk management carried out by the Group is approved by the Board of Directors.
(i} Foreign exchange risk

The Group is exposed to foreign exchange risk arising predominantly from foreign currency
denominated sales. The Group, however, does not hedge its exposure to foreign currency
exchange risk.
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(iiy Interest rate risk

The Group’s income and operating cash flows are substantially independent of changes in market
interest rates. The Group has no set policy on maintenance of a set proportion of borrowings in fixed
rate instruments versus variable instruments. At the year end no debt was at fixed rates.

(iii) Credit risk
The Group has no significant concentrations of credit risk. The Group has policies in place to ensure

that sales of products and services are made to customers with an appropriate credit history. The
Group has policies that limit the amount of credit exposure to any one financial institution.

{iv) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the
availability of funding through an adequate amount of committed credit facilities and the ability to
close out market positions.

Fair vatue estimation

The fair value of publicly traded derivatives and trading securities is based on quoted market prices at
the balance sheet date.

in assessing the fair value of other financia! instruments, the Group uses a variety of methods and makes
assumptions that are based on market conditions existing at each balance sheet date. Option pricing
models and estimated discounted value of future cash flows, are used to determine fair value for the
remaining financial instruments.

The face values less any estimated credit adjustments for financial assets and liabilities with a maturity
of less than one year are assumed to approximate their fair values. The fair value of financial liabitities
for disclosure purposes is estimated by discounting the future contractual cash flows at the current
market interest rate available to the Group for similar financial instruments.

The aciual disclosed values of the financial instruments all approximate the fair values of these
instruments.

BUSINESS COMBINATIONS

In the prior financial year the merger between Sub Nigel Gold Mining Company Ltd and the NKMC
Group was accomplished through the issue of shares to Aflease Gold and Uranium Ltd (now called
Uranium One Africa Ltd) in payment for all the issued and outstanding ordinary shares of NKMC Group
and all amounts due by NKMC Group to Aflease Gold and Uranium L_td.

At a special meeting held on 10 January 2006 the shareholders voted in favour of the merger of the New
Kleinfontein Mining Company Ltd Group (NKMC Group) of companies and Sub Nigel Gold Mining
Company Ltd. The latter was renamed Aflease Gold Ltd. 339 011 680 Sub Niget Gold Mining Company
L.td shares were issued as purchase consideration to Aflease Gold and Uranium Ltd. Following the issue
of these shares Sub Nigel gold Mining Company Ltd became an 80% subsidiary of Aflease Gold and
Uranium Ltd. In terms of IFRS 3, Business combinations, this merger is accounted for as a reverse
acquisition.

In line with the guidance provided by IFRS 3 the financial results reported prior to the effective date of
the transaction are those of the acquirer (NKMC Group} and those subsequent to the effective date
of the transaction are those of the combined entity.

Due to the reasons listed above, the comparative information published in these financial statements
differ from those previously published.

Except for the cash taken over, this transaction has been excluded from the cash flow statement, as it
did not result in an exchange for cash.
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The aggregate fair values of the assets acquired and liabilities assumed were as follows:

2006
R’000
Property, plant and equipment 4,755
Undeveloped properties 108,313
Loan account 9,281
Receivables and payments 406
Cash and cash equivalents 11,820
Asset retirement obligation {213)
Accounts payable and accrued liabilities (6,533)
Future taxation liabilities (31,411)
Value of business combination 96,418
CASH UTILISED BY OPERATIONS
Group Group
31 December 31 December
2007 2006
12 months 12 months
R'000 R’000
Loss before income tax (79,442) {22,8889)
Adjusted for:
— Depreciation 7177 853
- Depreciation capitalised to Development cost (7,029) -
- Increase in retirement obligation 4,873 1,445
- Increase in retirement obligation capitalised to Retirement asset (3,971) -
- Impairment of asset 3,055 -
- Share based payments 4,812 1,762
- Transaction cost directly attributable to bond raising 20,633 -
- Fair value adjustment of Financial liability designated at Fair value 22,040 -
- Finance costs — net (8,244) (1,7186)
- Changes in working capital {(excluding the effects of
the acquisition) Inventories - (289)
Accounts receivable and prepayments {9,975) {5.303)
Trade and other payables {1,795) 25,059
Increase in other provisions 2,541 1,885
(45,325) 807
RECONCILIATICN OF INCOME TAX PAID
Group Group
31 December 31 December
2007 2006
12 months 12 months
R’000 R'000
Amount unpaid at beginning of period - -
Amount per the income statement (2,547) 333
Amount unpaid at end of period 2.005 -
(542) 333




32. ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT

33.

34.

Group Group

31 December 31 December

2007 2006

12 months 12 months

R’000 R’000

Mine development costs and mine plant facilities 83,353 26,164
Undeveloped properties - 1,780
Motor vehicles 20,849 22,625
Office equipment 197 518
104,399 51,087

SUBSEQUENT EVENTS

On 27 February 2008 the Minister of Minerals and Energy granted Aflease Gold a mining right for

Sub-Nigel 1, for gold ore and associated minerals.

Mali Holdings (Pty) Ltd and Morris Mining (Pty) Ltd were deregistered on 4 January 2008.

RELATED PARTY TRANSACTIONS

The Company’s major shareholder is Uranium One Africa Limited, which holds 64.7% {2006 - 71.3%) of

the Company's shares.

Group Group
31 December 31 December
2007 2006
12 months 12 months
R'000 R'000
The following transactions were carried out with related parties:
Management fee paid to Uranium One 1,746 3,005
Rent paid to Uranium One 39 57
Details of share options outstanding and exercised by Directors are as follows:
Number of
shares Allocated
exercised/ price of
lapsed Lapsed Exercised options on First
Balance at Granted during the Balanceat numberof number of hand exercise
Director 1 Jan 07 during year year 31 Dec 07 shares shares 31 Dec 07 date
Executive
AC Reynolds 3,326,233 295,500 -~ 3621733 - - 1.14 -
HG Veldsman 1,000,000 - 1,000,000 - - 1,000,000 0.65 Oct 2007
PB Kruger 287,671 157,829 - 445,500 - - 277 -
IJ Marais - 1,067,00 - 1,067,00 - - 3.13 -
Non-Executive
K Dicks 287,671 150,000 - 437 671 - - 2,74 -
S Swana 287,671 150,000 - 437,671 - - 274 -
S Maziya 287,671 150,000 - 437 671 - - 274 -
S Zungu 383,562 200,000 - 583,562 - - 2.74 -
W Lupien - 184,110 - - - - 2.62 -
5860,479 2,354,430 1,000,000 7,030,808 - 1,000,000 1.99

97




35.

98

Number of

shares Allocated
exercised/ price of
lapsed Exercised options on
Balance at Granted duringthe Balanceat number of hand
Director 1 Jul 05 during year year 31 Dec 06 shares 31 Dec 06
Executive
ST Ward 4,400,000 — 4,400,000 - 1,250,000 -
A C Reynolds 2,800,000 526,233 - 332,233 - 0.99
H G Veldsman 2,800,000 - 1,800,00 1,000,000 1,800,000 0.65
P B Kruger - 287,671 - 287,671 - 2.80
I J Marais
Non-Executive
Ken Dicks 287,671 - 287,671 - 2.80
S Swana 287,671 - 287,671 - 2.80
S Mayiza 287,671 - 287,671 - 2.80
S Zungu 383,562 - 383,562 - 2,80
2060479 6200000 5860473 3,050,000 1.41
Group Group
31 December 2006
12 months 12 months
R’000 R’000
Directors’ remuneration 1,373 404
— Executive directors
S T Ward (Resigned) - Salary - -
A C Reynolds (Resigned) - Salary - -
H G Veldsman (Resigned) - Salary - -
P St G Giyn (Resigned) - Salary - -
I Jd Marais — Salary 168 -
P B Kruger - Salary 756 -
— Non-executive direclors
Ken Dicks — Services as director 102 103
S Swana - Services as director 112 85
S Maziya — Services as director 110 91
S Zungu - Services as director 125 115

SEGMENTAL REPORTING

The Group operates only in the gold mining and exploration sector of the economy and primarily in the
East Rand and Free State geographical region of South Africa. There are no other business segments
with significant differences in the risks and returns or economic environments in which the Group

operates.




SHAREHOLDER INFORMATION

The shareholders’ spread at 31 December 2007 was as follows:
s Register Date: 28 December 2007.

* |ssued share capital: 524,132,006 shares.

Shareholder spread

Number of Number of
shareholders % shares %
1 - 1,000 shares 1,135 33.98 507,399 0.10
1,001 - 10,000 shares 1,448 43.35 6,695,837 1.28
10,001 - 100,000 shares 648 19.40 19,608,255 3.74
100,001 - 1,000,000 shares 87 2.60 25,077,956 478
1,000,001 shares and over 22 0.66 472,242,559 90.10
3,340 100.00 524,132,006 100.00
Distribution of shareholders
Number of Number of
shareholders Y% shares %
Banks 33 0.99 64,549,239 12.32
Close Corporations 60 1.80 1,975,812 0.38
Endowment Funds 12 0.36 1,203,990 0.23
Individuals 2,959 88.59 30,456,422 5.81
Insurance Companies 2 0.06 34,321 0.01
investment Companies 1 0.03 15,000 0.00
Mutual Funds 19 0.57 33,712,843 6.43
Nominees and Trusts 158 4,73 13,680,586 2.61
Other Corporations 26 0.78 1,490,452 0.28
Pension Funds 9 0.27 1,880,000 0.36
Private Companies 53 1.59 22,994,860 4,39
Public Companies 8 0.24 352,138,481 67.19
3,340 100.00 524,132,008 100.00
Public/Non-public shareholders
Number of Number of
shareholders % shares %
Non-public shareholders 4 0.12 339,244,780 64.73
Directors and Associates of the Company 3 0.09 233,100 0.04
Strategic Holdings {(more than 10%) 1 0.03 339,011,680 64.68
Public shareholders 3,336 99.88 184,887,226 35.27
3,340 100.00 524,132,008 100.00
Beneficial shareholders holding of 3% or more
Number of shares Yo
Uranium One Africa Limited 339,011,680 64.68
Investec 32,062,073 6.12
Bank of New York Unrestricted Depositary Receipts 22,337,000 4.26
Bear Sterns (Custodian) 19,100,938 3.64
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SHAREHOLDER INFORMATION
The shareholders’ spread at 31 December 2007 was as follows:
Breakdown of Non-public holdings

Directors Number of shares %
Froneman, N J 170,000 0.03
Swana, S 50,000 0.01

220,000 0.04
Strategic holdings (more than 10%) Number of shares Yo
Uranium One Alfrica Limited 339,011,880 64.68
Beneficial breakdowns Number of shares %
Investec 32,062,073 6.12
Investec Value Fund 10,900,00 2.08
investec Managed 8,915,146 1.70
Investec Equity Fund 6,261,380 1.19
Investec Commodities Fund 4,895 741 0.93

investec Securities (Broker Proprietary) 1,089,806 0.21

REPORT OF INDEPENDENT AUDITORS

We have audited the annual financial statements and Group annual financial statements of Aflease Gold
Limited, which comprise the Directors’ report, the balance sheet and the consolidated balance sheet as at
31 December 2007, the income statement and the consolidated income statement, the statement of
changes in equity and the consolidated statement of changes in equity, the cash flow statement and the
consolidated cash flow statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes, as set out on pages 26 to 70.

Directors’ responsibility for the financial statements

The Company's Directors are responsible for the preparation and f{air presentation of these financial
statements in accordance with International Financial Reporting Standards and in the manner required by
the Companies Act of South Africa. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reascnable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment
aof the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Company and of the Group as of 31 December 2007, and their financial performance and their cash flows
for the respective periods then ended in accordance with International Financia! Reporting Standards and
in the manner required by the Companies Act of South Africa.

PricewaterhouseCoopers Inc
Director: HP Odendaal
Registered Auditor

Johannesburg
31 March 2008
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PART I

AFLEASE GOLD LTD (PREVIOUSLY SUB NIGEL GOLD MINING COMPANY LTD)

CONSOLIDATED BALANCE SHEET
as at 31 December 2006

Group Group
31 December 31 December
2006 2005
Notes R'C00 R'000
ASSETS
Non-current assets
Property, plant and equipment 3 166,971 3,844
Asset retirement fund 4 705 656
Investment in subsidiary 5 - -
Amounts due from related parties 6 72 5,677
167,748 10,177
Current assets
Inventories 7 289 -
Accounts receivables and prepayments 8 5,973 670
Cash and cash equivalents 9 65,479 219
71,741 889
Total assets 239,489 11,066
SHAREHOLDERS' EQUITY
Share capital and share premium 10 220,046 16,270
Contributed surplus 11 1,762 -
Accumulated deficit (44,687) {21,465)
177,121 (5,195)
LIABILITIES
Non-current liabilities
Amounts owing to related parties 6 1,265 14,957
Asset retirement obligation 12 2,572 1,127
Deferred taxation 21 31,411 -
35,248 16,084
Current liabilities
Trade and other payables 13 25,235 176
Provisions 14 1,885 -
27,120 176
Total equity and liabilities 239,489 11,066
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INCOME STATEMENT
for the year ended 31 December
Group Group
31 December 31 December
2006 2005
Notes R'C00 R'000
Revenue 15 - _
Cost of sales - -
Gross profit - -
Sundry income 15 301 -
General and administrative expenditure (13,165) {955)
Share options expensed 11 (1,762) -
Exploration and pre-feasibility expenditure 16 (9,979) -
Loss on disposal of invesiments - (391)
Impairment of assets 17 - -
Operating loss {24,605) (1,348)
Finance income 18 1,804 77
Finance costs 19 (88) {143)
Finance income — net 1,716 (66)
Loss before income taxes 20 (22,889) (1,412}
Income tax expense 21 {333) -
Net loss (23,222) (1,412)
Loss per share {cents) 22
- Basic (5.16) (0.42)
- Diluted (5.16) (0.42)
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SUMMARISED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2006

Group Share Share Contributed Accumulated
capital premium surplus deficit Total

R’000 R’000 R’000 R'000 R'000
Balance at 1 January 2005 1,881 14,389 - (20,053) (3,783)
Net loss for the period - - - (1,412) {1,412)
Balance at 31 December 2005 1,881 14,389 - (21,465) (5,195)
Share issues 34,157 173,533 - - 207,690
Share option scheme - - 1,762 - 1,762
Transaction cost - {3,914) - - {3,914)
Net loss for the period - - - (23,222} (23,222)
Balance at 31 December 2006 36,038 184,008 1,762 {44,687) 177,121
Company Share Share Contributed  Accumulated

capital premium surplus deficit Total

R’000 R’000 R’000 R'000 R’'000
Baiance at 1 July 2004 31,257 - - 692 31,949
Share issues 4,720 - - - 4,720
Share option scheme - - 187 - 187
Net loss for the period - - - {28,409) (28,409)
Balance at 30 June 2005 35,977 - 187 (27,717) 8,447
Share issues 233,456 216,677 - - 450,133
Share option scheme - - 15,899 - 15,899
Transaction cost - (3,914) - - (3,914)
Net loss for the period - - - (39,014) {39,014)
Balance at 31 December 2006 269,433 212,763 16,088 (66,731) 431,551
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CASH FLOW STATEMENT

Group Group

31 December 31 December

2006 2005

Notes R’000 R’000

Cash utilised by operating activities 2,190 6,750
Cash utilised by operations {18,660) (451)
Utilised to increase working capital 19,467 7,267
Cash generated from operating activities 26 807 6,816
Finance income 1,804 77
Finance costs (88) {143)
Taxation paid 27 (333) -
Cash flows from investing activities (51,136) {43)
Additions to property, plant and equipment 28 (51.087) -
Increase in investments (49) {43)
Cash flow from financing activities 114,206 (6,680)
Proceeds from issue of shares 110,473 -
Business combination 11,820 -
Decrease in long-term liabilities - (921)
Decrease in amounts due to related parties (8,087) (5,759)
Movement in cash and cash equivalents 65,260 27
Cash and cash equivalents at beginning of peried 219 192
Cash and cash equivalents at end of period 9 65,479 219
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Group

The consolidated financial statements of Aflease Gold Limited (previously Sub Nige! Gold Mining
Company Ltd) and its subsidiaries have been prepared in accordance with International Financial
Reporting Standard ("IFRS™). The consolidated financial statements cover a period of 12 months
due to the reverse acquisition.

The annual financial statements are prepared on the historical cost basis and are consistent with
those of the previous year. The annual financial statements incorporate the following accounting
policies, which conform to International Financial Reporting Standards (IFRS).

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of
applying the Group’s accounting policies.

The accounting policies set out below have been applied consistently to all years presented in
these consolidated financial statements.

Standards effective in 2006

{i) Share-based payment transactions are measured with reference to the fair value of goods or
services received and are charged to the income statement over the related vesting period
(refer to accounting policy note 2,10 for further details).

(i) IFRS 6. Exploration for and Evaluation of Mineral Resources (effective from 1 January 2006)

The standard specifies the financial reporting for the exploration for and evaluation of mineral
resources. It permits an entity to develop an accounting policy for exploration and evaluation
assets without specifically considering the requirements of paragraphs 11 and 12 of |1AS 8.
Thus, an entity adopting IFRS 6 may continue to use the accounting policies applied
immediately before adopting the standard. This includes continuing to use recognition and
measurement practices that are part of those accounting policies. The standard requires
entities recognising exploration and evaluation assets to perform an impairment test on those
assets when facts and circumstances suggest that the carrying amount of the assets may
exceed their recoverable amount. The standard also varies the recognition of impairment from
‘that in 1AS 36 but measures the impairment in accordance with that standard once the
impairment is identified.

(i) 1AS 21. Net Investment in a Foreign Operation (effective from 1 January 2006)

This amendment clarifies that when a monetary item forms part of a reporting entity’s net
investment in a foreign operation and is denominated in the functional currency of the
reporting entity, an exchange difference arises in the foreign operation's individual financial
statements in accordance with [AS 21. If such an item is denominated in the functional
currency of the foreign operation, an exchange difference arises in the reporting entity's
separate financial statements. If such an item is denominated in a currency other than the
functional currency of either the reporting entity or the foreign operation, an exchange
difference arises in the reporting entity's separate financial statements and in the foreign
operation's individual financial statements. Such exchange differences are reclassified to the
separate component of equity in the financial statements that include the foreign operation
and the reporting entity (i.e. financial statements in which the foreign operation is
consolidated, proportionately consclidated or accounted for using the equity method.

(iv) 1AS 39 and IFRS 4. Financial Guarantee Contracts (effective from 1 January 20086)

This amendment requires issued financial guarantees, other than those previously asserted
by the entity to be insurance contracts, o be initially recognised at their fair value, and
subsequently measured at the higher of (a) the unamortised balance of the related fees
received and deferred, and (b) the expenditure required to settle the commitment at the
balance sheet date.
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IFRIC Interpretation 4. Deiermining whether an Afrangement Lontains d Lease (elieLUve TOH
1 January 2006)

IFRIC 4 applies to situations where an entity enters into an arrangement, comprising a
transaction or a series of related transactions, that does not take the legal form of a lease but
conveys a right to use an asset (e.g. an item of property, plant or equipment) in return for a
payment or series of payments. The IFRIC proposes that these contracts be treated as leases
in accordance with I1AS 17.

Comparative information has been adjusted to comply with the new accounting poficies. There
have been no adjustments to the cash flow statement in respect of cash flows from operating
activities, cash flows from investing activities and cash flows irom financing activities.

New accounting standards not yet effective

(i)

(iv)

(v}

(Vi)

IFRS 7. Financial Instruments: Disclosures, and a complementary Amendment to |AS 1,
Presentation of Financial Statements - Capital Disclosures {(effective from 1 January 2007)

IFRS 7 introduces new disclosures to improve the information about financial instruments. it
requires the disclosure of qualitative and quantitative information about exposure to risks
arising from financial instruments, including specified minimum disclosures about credit risk,
liquidity risk and market risk, including sensitivity analysis to market risk. It replaces IAS 30,
Disclosures in the Financial Statements of Banks and Similar Financial Institutions, and
disclosure requirements in IAS 32, Financial Instruments: Disclosure and Presentation. It is
applicable to all entities that report under IFRS. The amendment to |AS 1 introduces
disclosures about the level of an entity’s capital and how it manages capital.

IFRS 8. Operating Segments (effective from 1 January 2009)
IFRIC Interpretation 8. Scope of IFRS 2 (effective from 1 May 2006)

IFRS 2 applies to share-based payment transactions in which the entity receives or acquires
goods or services. ‘Goods' includes inventories, consumables, property, plant and
equipment, intangible assets and other non-financial assets. Consequently, except for
particular transactions excluded from its scope, IFRS 2 applies to all transactions in which the
entity receives non-financial assets or services as consideration for the issue of equity
instruments of the entity. IFRS 2 also applies to transactions in which the entity incurs
liabilities, in respect of goods or services received, that are based on the price (or value) of
the entity's shares or other equity instruments of the entity.

IFRIC 9, Re-assessment of Embedded Derivatives (effective for annual periods beginning on
or after 1 June 2006).

IFRIC 9 requires an entity to assess whether an embedded derivative is required to be
separated from the host contract and accounted for as a derivative when the entity first
becomes a party to the contract. Subsequent reassessment is prohibited unless there is a
change in the terms of the contract that significantly modifies the cash flows that otherwise
would be required under the contract, in which case reassessment is required. As none of the
group entities have changed the terms of their contracts, IFRIC 9 is not relevant to the Group’s
operations

IFRIC 10, Interim Financial Reporting and Impairment (effective for annual periods beginning
on or after 1 November 2006).

IFRIC 10 prohibits the impairment losses recognised in an interim period on goodwill,
investments in equity instruments and investments in financial assets carried at cost to be
reversed at a subsequent balance sheet date. The Group will apply IFRIC 10 from 1 January
2007, but it is not expected to have any impact on the Group’s accounts.

IFRIC 11, Group and Treasury Share Transactions {effective for annual periods beginning on
or after 1 March 2007).

This interpretation addresses the classification of a share-based payment transaction, in
which equity instruments of the parent or another group entity are transferred, in the financial
statements of the entity receiving the services.
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Wiy IRl 12, oervice LOoncession Arrangements (effeclive 10 annual penods deginning on or
after 1 January 2008).

This interpretation provides guidance to private sector entities on certain recognition and
measurement issues that arise in accounting for public-to-private service concession
arrangements

Company

The Company financial statements have been prepared in accordance with International Financial
Reporting Standard (“IFRS"). The Company financial statements cover a period of 18 months.

Statement of compliance with International Financial Reporting Standards (IFRS)

Aflease Gold Ltd's transition date was 1 July 2004. An opening IFRS balance sheets was prepared
at that date. Details of IFRS adjustments affecting the Company are listed in note 28.

The Company financial statements are for the 18 months ended 31 December 2006. They are
covered by International Financial Reporting Standard (“IFRS") 1, First-time Adoption of IFRS.
These financial statements have been prepared in accordance with those IFRS standards and
International Financial Reporting Interpretations Committee ("IFRIC") interpretations issued and
effective or issued and early adopted as at the time of preparing these statements.

These financial statements were prepared in accordance with South Africa's Generally Accepted
Accounting Principles ("SA GAAP} until 30 June 2004. No restatement of figures in respect of 2004
were required to reflect these adjustments as a result of the choices or exemptions. The financial
statements have been prepared under the historical cost convention as modified by the revaluation
of financial assets through profit and loss.

In order to comply with IFRS the company adopted the following accounting policies:
IFRS 2: Share-based Payments

Share-based payment transactions are measured with reference to the fair value of goods or
services received and are charged to the income statement over the related vesting period (refer
to accounting policy note 2.10 for further details).

Comparative information has been adjusted to comply with the new accounting policies. There
have been no adjustments to the cash flow statement in respect of cash flows from operating
activities, cash flows from investing activities and cash flows from financing activities.

The reporting date of these consolidated financial statements is 31 December 2006. The Company
has applied the mandatory exceptions and certain of the optional exceptions from full retrospective
application of IFRS.

“Exemptions from full retrospective application of IFRS- elected by the Company

The Group has elected to apply the following optional exemptions from full retrospective
application.

~ Business combinations exemption

The Group has applied the business combinations exemption in IFRS 1. It has not restated
business combinations that took place prior to the 1 January 2004 transition date.

- Exemption from restaternent of comparatives for IAS 32 and 1AS 39.

The Group elected to apply this exemption.”

“Exceptions from full retrospective application followed by the Company

The Group has applied the following mandatory exceptions from retrospective application.
- Derecognition of financial assets and liabilities exception

Financial assets and liabilities derecognised before 1 January 2004 are not re-recognised under
tFRS. The application of the exemption from restating comparatives for 1AS 32 and |AS 39 means
that the Group recognised from 1 January 2005 any financial assets and financial liabilities
derecognised since 1 January 2004 that do not meet the IAS 39 derecognition criteria.
Management did not choose to apply the IAS 39 derecognition criteria to an earlier date.




— Estimates exception

Estimates under IFRS at 1 January 2004 should be consistent with estimates made for the same
date under previous GAAP, unless there is evidence that those estimates were in error.

- Assets held for sale and discontinued operations exception

Management applies IFRS 5 prospectively from 1 January 2005, Any assets held for sale or
discontinued operations are recognised in accordance with IFRS 5 only from 1 January 2005.
Aflease did not have any assets that met the held-for-sale criteria during the period presented.
No adjustment was required.

~ Changes in existing decommisioning, restoration and similar liabilities included in the cost of
property, plant and equipment

The Group has elected to apply this exemption.”

New accounting statements not yet effective:
(i  IFRS 6. Exploration for and Evaluation of Mineral Resources {effective from 1 January 2006)

The standard specifies the financial reporting for the exploration for and evaluation of mineral
resources. It permits an entity to develop an accounting policy for exploration and evaluation
assets without specifically considering the requirements of paragraphs 11 and 12 of IAS 8.
Thus, an entity adopting IFRS 6 may continue to use the accounting policies applied
immediately before adopting the standard. This includes continuing to use recognition and
measurement practices that are part of those accounting policies. The standard requires
entities recognising exploration and evaluation assets to perform an impairment test on those
assets when facts and circumstances suggest that the carrying amount of the assets may
exceed their recoverable amount. The standard also varies the recognition of impairment from
that in IAS 36 but measures the impairment in accordance with that standard once the
impairment is identified.

(i) IFRIC interpretation 5. Rights to Interests arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds (effective from 1 January 2006)

The purpose of decommissioning funds is to segregate assets to fund some or all of the costs
of decommissioning plant, equipment, or in undertaking environmental rehabilitation. The
contributor shall recognise its obligation to pay decommissioning costs as a liability and
recognise its interest in the fund separately unless the contributor is not liable to pay
decommissioning costs even if the fund fails to pay. The contributor shall determine whether
it has control, joint control or significant influence over the fund by reference to IAS 27, IAS
28, IAS 31 and SIC-12. If it does, the contributor shall account for its interest in the fund in
accordance with those standards.

(i) IFRS 7. Financial Instruments: Disclosures, and a complementary Amendment to 1AS 1,
Presentation of Financial Statements — Capital Disclosures {(effective from 1 January 2007)

IFRS 7 introduces new disclosures to improve the information about financial instruments. It
requires the disclosure of gualitative and quantitative information about exposure to risks
arising from financial instruments, including specified minimum disclosures about credit risk,
liquidity risk and market risk, including sensitivity analysis to market risk. It replaces IAS 30,
Disclosures in the Financial Statements of Banks and Similar Financial Institutions, and
disclosure requirements in 1AS 32, Financial Instruments: Disclosure and Presentation. It is
applicable to all entities that report under IFRS. The amendment to IAS 1 introduces
disclosures about the leve! of an entity's capital and how it manages capital.

{iv) 1AS 19. Employee Benefits (effective from 1 January 2006)

This amendment introduces the option of an alternative recognition approach for actuarial
gains and losses. it may impose additional recognition requirements for multi-employer plans
where insufficient information is available to apply defined benefit accounting. It also adds
new disclosure requirements.
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v)

(vi)

{vii)

(viii)

(ix)

(i)

IAS 21. Net Investment in a Foreign Operation (effective from 1 January 2006)

This amendment clarifies that when a monetary item forms part of a reporting entity's net
investment in a foreign operation and is denominated in the functional currency of the
reporting entity, an exchange difference arises in the foreign operation’s individual financial
statements in accordance with IAS 21. If such an item is denominated in the functional
currency of the foreign operation, an exchange difference arises in the reporting entity’s
separate financial statements. If such an item is denominated in a currency other than the
functional currency of either the reporting entity or the foreign operation, an exchange
difference arises in the reporting entity's separate financial statements and in the foreign
operation’s individual financial statements. Such exchange differences are reclassified to the
separate component of equity in the financial statements that include the foreign operation
and the reporting entity (i.e. financial statements in which the foreign operation is
consolidated, proportionately consolidated or accounted for using the equity method.

IAS 39 and IFRS 4. Financial Guarantee Contracts (effective from 1 January 2006)

This amendment requires issued financial guarantees, other than those previously asserted
by the entity to be insurance contracts, to be initiaily recognised at their fair value, and
subsequently measured at the higher of (a8} the unamortised balance of the related fees
received and deferred, and (b) the expenditure required to setile the commitment at the
balance sheet date.

IFRIC Interpretation 4. Determining whether an Arrangement Contains a Lease (effective from
1 January 2006)

IFRIC 4 applies to situations where an entity enters into an arrangement, comprising a
transaction or a series of related transactions, that does not take the legal form of a lease but
conveys a right to use an asset {e.9. an item of property, plant or equipment) in return for a
payment or series of payments. The IFRIC proposes that these contracts be treated as leases
in accordance with I1AS 17.

IFRIC Interpretation 8. Scope of IFRS 2 (effective from 1 May 2006)

IFRS 2 applies to share-based payment transactions in which the entity receives or acquires
goods or services. 'Goods’ includes inventories, consumables, property, plant and
equipment, intangible assets and other non-financial assets. Consequently, except for
particular transactions excluded from its scope, IFRS 2 applies to all transactions in which the
entity receives non-financial assets or services as consideration for the issue of equity
instruments of the entity. IFRS 2 aiso applies to transactions in which the entity incurs
liabilities, in respect of goods or services received, that are based on the price (or value) of
the entity's shares or other equity instruments of the entity.

IFRIC 9, Reassessment of Embedded Derivatives (effective for annual periods beginning on
or after 1 June 2006). IFRIC 9 requires an entity to assess whether an embedded derivative
is required to be separated from the host contract and accounted for as a derivative when the
entity first becomes a party to the contract. Subsequent reassessment is prohibited unless
there is a change in the terms of the contract that significantly modifies the cash flows that
otherwise would be required under the contract, in which case reassessment is required. As
none of the group entities have changed the terms of their contracts, IFRIC 9 is not relevant
to the Group’s cperations.

IFRIC 10, Interim Financial Reporting and Impairment (effective for annual periods beginning
on or after 1 November 2006). IFRIC 10 prohibits the impairment losses recognised in an
interim period on goodwill, investments in equity instruments and investments in financial
assets carried at cost to be reversed at a subsequent balance sheet date. The Group will
apply IFRIC 10 from 1 January 2007, but it is not expected to have any impact on the Group's
accounts.

IFRIC 11, Group and Treasury Share Transactions (effective for annual periods beginning on
or after 1 March 2007). This interpretation addresses the classification of a share-based
payment transaction, in which equity instruments of the parent or another group entity are
transferred, in the financial statements of the entity receiving the services.




(xii) IFRIC 12, Service concession arrangements (effective for annual periods beginning on or
after 1 January 2008). This interpretation provides guidance to private sector entities on
certain recognition and measurement issues that arise in accounting for public-to-private
service concession arrangements.

(xiii} IFRS 8, Operating Segments (effective from 1 January 2009).

2. SIGNIFICANT ACCOUNTING POLICIES

2.1

2.2

23

Consolidation

The consolidated financial statements include the amounts of the Group and all of its subsidiaries.
All significant inter company balances and transactions are eliminated on consolidation.

2.1.1 Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has
the power to govern the financial and operating policies generally accompanying a
shareholding of more than one half of the voting rights. The existence and effect of potential
voting righis that are currently exercisable or convertible are considered when assessing
whether the Group controls another entity. Subsidiaries are fully consolidated from the date
on which contral is transferred to the Group. They are de-consolidated from the date that
control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
costs directly attributable to the acquisition. Identifiable assets acquired and labilities and
contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of any minority interest. The excess
of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the
net assets of the subsidiary acquired, the difference is recognised directly in the income
statement.

Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated but considered an
impairment indicator of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

Foreign currency translation

ltems included in the financial statements of each entity in the Group are measured using the
currency that best reflects the economic substance of the underlying events and circumstances
relevant to that entity {“the functional currency”).

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies, are recognised in the statements of operations and deficit,
except when deferred in equity as gualifying cash flow hedges.

Financial Instruments

The group’s financial instruments consist of cash on hand, balances with banks, deposits on call,
accounts receivable and prepayments, accounts payable and accruals, borrowings and
investments other than those in subsidiaries or associates. The particular recognition methods
adopted are discussed in the particular policy statements associated with each item.

Measurement

Financial instruments are initially measured at cost, which includes transaction costs. Subsequent
to initial recognition these instruments are measured as set out below:
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Investments

The fair values of quoted investments are based on current bid prices. If the market for a financial
asset is not active (and for unlisted securities), the Group establishes fair value by using valuation
techniques. These include the use of recent arm's length transactions, reference to other
instruments that are substantially the same, discounted cash flow analysis and option pricing
models, making maximum use of market inputs and relying as little as possible on entity-specific
inputs.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, bank balances, deposits held at call and
certificate of deposits with a remaining maturity of three months or less. Bank and cash balances
are reported separately from bank overdraft balances.

Financial assets

The group classifies its financial assets in the following categories: at fair value for profit or loss,
loans and receivables and available-for-sale. The classification depends on the purpose for which
the financial assets were acquired. Management determines the classification of its financial assets
at initial recognition and re-evaluates this designation at every reporting date. Financial instruments
carried on the balance sheet include cash and cash equivalents, available-for-sale investments,
loan and trade receivables, accounts payable and borrowings. The particular recognition methods
adopted are disclosed in the individual policy statements associated with each item.

Financial assets at fair value through profit or loss are financial assets held for trading. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short term.
Derivatives are classified as held for trading unless they are designated as hedges. Assets in this
category are classified as current assets.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities
greater than 12 months after the balance sheet date. These are classified as non-current assets.
Loans and receivables are classified as trade and other receivables in the balance sheet.

Available-for-sale financial assets are non-derivatives that are either designated in this category or
not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date.

Borrowing cost

Borrowings are recognised initially at the fair vatue of proceeds received, net of transaction costs
incurred, when the group becomes party to the contractual provisions. Borrowings are
subsequently stated at amortised cost. Any difference between proceeds (net of transaction costs)
and the redemption value is recognised in the income statement over the period of the borrowings
as interest, using the effective interest rate method.

Borrowing costs that are directly attributable to the acquisition, construction or development of
qualifying assets that require a substantial period of time 1o prepare for their intended use are
capitalised. All other borrowing costs are recognised as an expense when incurred.

Financial fiabilities

After initial recognition, financial liabilities other than trading liabilities are subsequently measured
at amortized cost using the effective interest rate method. Amortized cost is calculated by taking
into account any transaction costs, and any discount or premium on settlernent.

Accounts payable

Liabitities for trade and other payables which are normally settled on 30 to 90 day terms are carried
at cost.

Provisions

Provisions are recognised when the group has a present legal or constructive obligation as a result
of past events and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation of which a reliable estimate can be made. Provisions are not
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recognised for future operating losses. Provisions are measured at the present value of the
expenditure expected to be required to settle the obligation using a pre-tax rate that reffects current
market assessments of the time value ot money and the risks specific to the obligation. The increase
in the provision due to passage of time is recognised as financial expense. Employee entitlements
to annual leave are recognised on an cngoing basis. An accrual is made for the estimated liability
for annual leave as a result of services rendered by employees up to the balance sheet date.

Impairment and uncollectability of financial assets

An assessment is made at each balance sheet date to determine whether there is objective
evidence that a financial asset or group of financial assets may be impaired. f such evidence
exists, the estimated recoverable amount of the asset is determined and an impairment loss is
recognised for the difference between the recoverable amount and the carrying

amount as follows: The carrying amount of the asset is reduced to its discounted estimated
recoverable amount, either directly or through the use of an allowance account, and the resulting
loss is recognised in the income statement for the period.

Loans payable

Loans payable are recognised initially at the proceeds received, net of transaction costs incurred.
Loans payable are subsequently stated at amortized cost using the effective yield method; any
difference between proceeds (net of transaction costs) and the redemption value is recognised in
the income statement over the period of the loan.

Offset

Where a legally enforceable right of offset exists for recognised financial assets and financial
liabilities, and there is an intention to settle the liability and realize the asset simultaneously, or settle
on a net basis, all related financial effects are offset.

Share Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Equity Instruments

Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue
costs.

Property, plant and equipment
Mine development and infrastructure

Mining assets are initially recorded at cost and will include mine development and mine plant
facilities, whereafter it is measured at cost less accumulated amortisation and impairment. Costs
include pre-production expenditure incurred in the development of the mine and the present value
of future decommissioning costs. Interest on borrowings to specifically finance the establishment
of mining assets is capitalised until it is substantially completed. Initial development and
pre-production costs relating to a new ore body are capitalized until the reef horizon is intersected
and commercial levels of production are achieved, at which time the costs are amortized. Mine
development costs in the ordinary course to maintain production are expensed as incurred.
Mine development costs are capitalised to the extent it provide access to gold bearing reef and
have future economic benefit.

Mineral and surface rights

Mineral and surface rights are recorded at cost of acquisition. When there is little likelihood of a
mineral right being exploited, or the value of mineral rights have diminished below cost, a write-
down is effected against income in the period that such determination is made.

Mining exploration

Exploration costs are expensed as incurred. When a decision is made that commercial production
on a mining property should commence, all further pre-production expenditures are capitalized.
These costs include evaluation costs.
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2.5

Non-mining fixed assets

Langd is shown at cost and not depreciated. Other non-mining fixed assets are shown at cost less
accumulated depreciation and accumulated impairment losses.

Undeveloped properties

Undeveloped properties are initially valued at the fair value of resources obtained through
acquisitions. The fair value of these properties are annually tested for impairment. The excess
purchase price is allocated to undeveloped properties up to a maximum of their fair value.

Depreciation and amortisation of mining assets

Depreciation and amortisation of mineral property interests, mineral and surface rights, mine
development costs and mine plant facilities are computed principally by the units of production
method based on estimated proved and probable reserves. To the extend that these costs benefit
the entire ore body, they are amortised over the estimated life of the ore body. Amortisation is first
charged on mining ventures from the date on which the mining ventures reach commercial
production quantities.

Depreciation and amortisation of non-mining assets

Included in non-mining assets are motor vehicles, computer equipment and office equipment.
These assets are depreciated on a straight-ine basis over their estimated useful lives as follows:

- Motor vehicles 4 — 10 years
- Computer equipment 3 years
- Office equipment 3 -5years

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each
balance sheet date.

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement.

Asset retirement obligations

The Goup recognises the fair value of a future asset retirement obligation as a liability in the year
in which it incurs a legal obligation associated with the retirement of tangible long-lived assets that
results from the acquisition, construction, development, andfor normal use of the assets. The
Group concurrently recognises a corresponding increase in the carrying amount of the related
long-tived asset that is depreciated over the life of the asset. The fair value of the asset retirement
obligation is estimated using the expected cash flow approach that reflects a range of possible
outcomes discounted at credit adjusted risk-free interest rate. Provision is made in full for the
estimated future costs of pollution control and rehabilitation, in accordance with statutory
requirements. The fair value of asset retirement obligations is recognised and provided for in the
financial statements and capitalised to mining assets when incurred.

Subsequent to the initial measurement, the asset retirement obligation is adjusted at the end of
each year to reflect the passage of time and changes in the estimated future cash flows underlying
the obligation.

Changes in the obligation due to the passage of time are recognised in income as an operating
expense using the interest method. Changes in the obligation due to changes in estimated cash
flows are recognised as an adjustment of the carrying amount of the long-lived asset that is
depreciated over the remaining life of the asset. The impact of this change in accounting policy
was not material.

Annual increases in the provision are accreted into income and consist of financing costs relating
to the change in present value of the provision and inflationary increases in the provision estimate.
The present value of additional environmental disturbances created are capitalized to mining
assets against an increase in rehabilitation provision.
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Impairment of non-financial assets

Assets that have an indefinite useful life, for exampie land, are not subject to amortisation and are
tested annually for impairment. Assets that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

Management’s best estimate includes only those projections which it believes are reliable. These
estimates are subject to risks and uncertainties including future metal prices. It is therefore
reasonably possible that changes could cccur which may affect the recoverability of the assets.

Future income and mining taxes

The Group uttlizes the asset and liability method of accounting for income and mining taxes. Under
the asset and liability method, future income and mining tax assets and liabilities are recognised
for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases reduced by a valuation
allowance to reflect the recoverability of any future income tax asset. Future income and mining tax
assets and liabilities are measured using enacted or substantively enacted tax rates expected to
apply when the asset is realized or the liability settled. The effect on future income and mining tax
assets and liabilities of a change in tax rates is recognised in income in the year that enactment or
substantive enactment occurs,

Share-based compensation
The Group’s share-based compensation plan is described in note 11.

The Group operates an equity-settled, share-based compensation plans. The fair value of the
employee services received in exchange for the grant of the options is recognised as an expense.
The total amount to be expensed over the vesting period is determined by reference to the fair
value of the options granted, excluding the impact of any non-market vesting conditions (for
example, profitability and sales growth targets). Non-market vesting conditions are included in
assumptions aboul the number of options that are expected to vest. At each batance sheet date,
the entity revises its estimates of the number of options that are expected to vest. It recognises the
impact of the revision of original estimates, if any, in the income statement, with a corresponding
adjustment to equity. The fair value attributable to share options that expire unexercised is credited
to contributed surplus.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
in the ordinary course of the Group's activities. Revenue is shown net of value-added tax, returns,
rebates and discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the entity and specific criteria have been met for
each of the Group’s activities as described below. The amount of revenue is not considered to be
reliably measurable until all contingencies relating to the sale have been resclved. The Group
bases its estimates on historical results, taking into consideration the type of customer, the type of
transaction and the specifics of each arrangement.

Interest income is recognised on a time propertion basis, taking account of the principal
outstanding and the effective rate over the period to maturity, when it is determined that such
income will accrue to the Company.
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Leased assets

Leases of property, plant and equipment where the Group has substantially all the risks and
rewards of ownership are classified as finance feases. Finance leases are capitalized at the
inception of the lease at the lower of the fair value of the leased property or the present value of
the minimum lease payments. Each lease payment is allocated between the liability and finance
charges so as to achieve a constant rate on the finance balance outstanding. The corresponding
rental obligations, net of finance charges, are included in other long-term payables. The interest
element of the instalment is charged to the income statement over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each period.
The property, plant and equipment acquired under finance leases are depreciated over the shorter
of the useful life of the asset or the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lesser are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the income statement on a straight-line basis
over the period of the lease.

Inventories

fnventories, which include gold in process and consumable stores are stated at the lower of cost
or net realizable value. The related direct production costs associated with gold in process are
deferred and charged to costs as the contained gold is recovered. Consumable stores are valued
on the weighted average basis.

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, the deferred income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates {and laws) that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of the temporary difference is controlled by the
Group and it is probable that the temporary difference will not reverse in the foreseeable future.

2.13 Segmental reporting

Business segments are subject to risks and returns that are different from those of other business
segments. Geographical segments are engaged in providing products or services within a
particular economic environment that are subject to risks and returns that are different from those
operating in other economic environments. Future segments identified are East Rand, Free State
and Namibia. Activities during the year under review was mainly East Rand activities. The activities
in the other regions were immaterial and did not justify additional disclosure.

2.14 Earnings or loss per share

Basic earnings or loss per share is computed by dividing earnings or loss available to common
shareholders by the weighted average number of common shares outstanding during the year. The
treasury stock method is used to calculate diluted earnings or loss per share. Diluted earnings or
loss per share is similar to basic earnings or loss per share, except that the denominator is
increased to include the number of additional common shares that would have been outstanding
assuming that options and warrants with an average market price for the year greater than their
exercise price are exercised and the proceeds used to repurchase common shares. Headline
earnings or loss per share is calculated by adjusting the basic earnings or loss per share in
accordance with the guidance provided in SAICA Circular 7/2002 and dividing it by the weighted
average number of shares outstanding during the year.




3. PROPERTY, PLANT AND EQUIPMENT

2006 2005
Accumulated Accumulated
Group Cost amortization Net Cost amortization Net
R’000 R'000 R'000 R’000 R’000 R’000
Mine development costs and
mine plant facilities 30,919 - 30,919 - - -
Undeveloped properties 114,267 (1.266) 113,001 4,348 (504) 3,844
Motor vehicles and equipment 22,625 22,625 - - -
Office equipment 518 427 - - -
168,329 {1,357) 166,971 4,348 (504) 3.844
Undeveloped
Properties
Undeveloped properties comprise: 2006 2005
R’000 R'000
New Kleinfontein Group of Companies 110,891 3.844
Spaarwater 2,110 -
113,001 3,844
Reconciliation of net asset value at the beginning and end of the year
Mine
development Motor
costs and vehicles
mine plant Undeveloped and Office
facitities properties equipment Equipment 2006 2005
R'000 R’000 R'000 R'000 R'000 R’000
Opening balance - 3,844 - - 3,844 4,348
Acquisition through
business combinations 4,755 108,139 - - 112,894 -
Additions 26,164 1,780 22,625 518 51,087 -
Depreciation - (762) - {91) (853) (504)
Closing balance 30,919 113,001 22,625 427 166,972 3,844
ASSET RETIREMENT FUND
Group Group
31 December 31 December
2006 2005
R’000 R’000
Investments in Rehabilitation Trust Fund 705 656
- Opening batance 656 613
- Investment income 49 43
705 656

The Environmental Trust Fund is a trust under the Group's control and is to be used to fund the
rehabilitation liabilities. Funds in the trust consist of primarily cash held in interest bearing accounts. The
Rehabilitation Cash Management account is a money market fund investment. Interest is capitalized on
a monthly basis. These investments are restricted in use and may only be used to fund the group’s

approved rehabilitation costs.

117




5.

118

INVESTMENT IN SUBSIDIARY

Group Group

31 December 31 December
2006 2005

R'000 R’000

Unlisted subsidiary companies
Shares at book value - -

Directors’ valuation

The investment represents the investment in New Kleinfontein Mining Company and its subsidiaries and
Etendeka Prospecting and Mining Company (Pty) Ltd. The Modder East project is the most significant
asset in the Group. The last independent valuation of Modder East returned a value of R785 million. The

valuation was performed by SRK Consulting in June 2006.

INTER-GROUP LOANS

Group Group
31 December 31 December
2006 2005
R'000 R'000
Amounts due from related parties
Rietkuil Mining (Pty) Ltd 65 161
sxr Uranium One 7 4,276
AFL Plant and Engineering - 610
Etendeka Prospecting & Mining - -
Sub Nigel Share Trust - -
New Kleinfontein Mining Co Lid - -
New Kleinfontein Gold Mine - -
New Kleinfontein Gold Claims - 292
Mali Holdings - -
New Kleinfontein Rehab Trust - 337
Micawber 400 {(Pty) Ltd - -
Total inter-group loans 72 5,677
Amounts owing to related parties
Rietkui! Mining (Pty) Ltd 330 -
sxr Uranium One 935 -
Morris Mining - 9
Mali Holdings 7,358
New Kleinfontein Gold Mine 629
Afrikaner Lease Limited - 6,961
Total inter-group loans 1,265 14,957
Inter-company loans are interest free with no fixed repayment terms.
INVENTORIES
Group Group
31 December 31 December
2006 2005
R'0C0 R'000
Spares and consumables 289 -
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ACCOUNTS RECEIVABLES AND PREPAYMENTS

Group Group

31 December 31 December

2006 2005

R'000 R'000

Trade receivables 35 70
Value Added Tax and General Sales Tax 5,346 49
Deposits and guarantees 51 551
Other receivables _ _
5,973 670

The carrying amounts of aceounts receivable approximate its fair value due to the short maturities of

these instruments.

CASH AND CASH EQUIVALENTS

Group Group

31 December 31 December

2006 2005

R'000 R’'000

Cash at bank and on hand 4,732 219
Call and notice deposits 60,747 -
65,479 219

SHARE CAPITAL AND SHARE PREMIUM
Group

On January 12, 2008, Aflease Gold Limited was created through the reverse acquisition of New
Kleinfontein Mining Company Limited Group (NKMC Ltd) by Sub-Nigei Limited.

Number of shares

Value of shares

Ordinary shares 2006 2005 2006 2005
R’'000 R’000

Authorised share capital

1,775,000,000 shares of

57 cents per share 1,775,000,000 200,000,000 1,011,750 2,000

Issued share capital

Opening balance of common

shares in issue 85,152,820 71,252,920 16,270 16,270

Common shares issued in public

or private offering 46,700,000 13,500,000 109,306 -

Reverse acquisition settlement 339,011,680 - 96,418 -

Exercise of stock options 3,025,000 - 1,966 -

Share issue cosls - - (3,914) -

Closing balance of issued and

outstanding shares 473,889,600 85,152,920 220,048 16,270

All issued shares are fully paid-up.

Unissued shares

The unissued shares are under the control of the directors until the forthcoming annual general meeting.
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CONTRIBUTED SURPLUS

The following table details the movements of contributed surplus during the year:

Group Group

31 December 31 December

2006 2005

R’000 R'000

At the beginning of the year - -
Share options expensed 1,762 -
At the end of the year 1,762 -

Assumptions

The fair vaiue of stock options and restricted shares used to calculate compensation expense has been
estimated using the binomial option pricing model with the fotlowing assumptions:

2006 2005
Risk free interest rate: Zero coupon swap curves 7% -9% 7.2% -8.6%
Expected dividend yield - -
Expected volatility of the Company's share price 47 8% 65.2%

Changes in the subjective input assumptions can materially affect the fair value estimate, and therefore,
the existing models do not necessarily provide a reliable measure of the fair value of the company's
share options.

The volatility measured at the standard deviation of continuously compounded share returns is based
on statistical analysis of daily share prices over the last 90 trading days.

Options

The Share Incentive Scheme is administered by the Board of Directors, which determines individual
eligibility under the plan, number of shares reserved for optioning to each individual. Each allotment
vests in three equal tranches over a period of three years. The maximum number of shares of the
company that are issuable pursuant to the plan is limited to 20% of issued and outstanding shares, and
the maximum number of options or shares to be allotted to an individual is limited to 7% of the aggregate
number of shares and options to be issued under the Share Incentive Scheme. Below is disclosure of
the movement of Aflease'’s share options as well as a reconciliation to the company's share options
outstanding on 31 December 2006.

The following is a summary of the Company's options granted under its Share incentive Scheme:

Weighted Average

Number of options Exercise Price

2006 2005 2006 2005

R'000 R'000

At the beginning of the year 8,000,000 - - —
Granted during the year 3,234,906 11,150,000 2.80 0.65
Exercised during the year {3,425,000) - 0.65 0.65
Forfeiture of share options - {3,150,000) - 0.65
At the end of the year 7,809,906 8,000,000 1.54 0.85

The share option compensation expense for 2006 was R15.9 million (2005: R1.8 million). As at
31 December 2006 the aggregate unexpensed fair value of unvested stock options granted amounted
to R4.9 million (2005: R3.6 million).
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The following table summarises certain information about the company’s share options outstanding at
31 December 2006:

Range of Options
Exercise Prices (ZAR) outstanding Options exercisable
Number Weighted Weighted Number Weighted
outstanding average average exercisable average
as at remaining exercise as at exercise
31 Dec 06 life price 31 Dec 06 price
(years)
0.65 4,575,000 3.3 0.65 4,575,000 0.65
2.80 3,234,906 50 2.80 1,078,302 2.80
7,809,906 1.54 5,653,302 1.06

The vestihg of 6,750,000 options were accelerated so as to make them avallable for exercise at
10 April 2006. The expiry date of these cptions remain 15 March 2010.

ASSET RETIREMENT OBLIGATION
Sub-Nigel/ New Total Total
Group Spaarwater Kleinfontein 2006 2005
R'000 R'000 R’000 R’000
Opening Balance - 1,086 1,086 1,027
— Incurred during the year - 1,264 1,264 100
- Accretion expense 222 - 222 -
Closing Balance 222 2,350 2,572 1,127

The rehabilitation trusts have been set up as sinking funds for the purposes of the environmental
rehabilitation and closure costs. The trust deed prohibits use of the funds for any other purpocse,

The fair value of the restricted assets at year end is R705,000 (2005: R656,000). Refer note 4.

The associated long lived assets are in the East Rand region. The liability for the entire East Rand
excluding the old plant and slimes dam entails the plugging of the shafts and cover with topsoil. The old
plant will be demalished and the small slimes dam will be cleaned, and vegetated.

The above table provides a reconciiation of the present value of the liability at year end:

The following are the key assumptions used in the medel:

(i) The total undiscounted and uninflated amount of the estimated cash flows is R3.5 million.
(i) Mis estimated that the liability in respect the New Kleinfontein Group is 10.5 years.

(iii} Inflation of 5.5% and a discount rate of 14.5% were used to discount nominal future liabilities.

TRADE AND OTHER PAYABLES
Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R'000
Trade payables (21,454) {128)
Accruals (652) 24)
Other payables (3,129) {24)
{25,235) {176)

The carrying amount of trade and other payables approximate its fair value due to its short maturities.
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PROVISIONS
Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R’000
Opening balance - _
Provision for leave pay {232) -
Provision for bonuses {1,500) -
Provision for settiement of employee taxes (56) -
Operating lease liability (97) -
Closing balance (1.885) -
REVENUE
Group Group
31 December 31 December
2006 2005
12 months 12 months
R’000 R’000
Gold sales - -
Sundry income
- Sale of scrap metal 301 -
301 -
EXPLORATION AND PRE-FEASIBILITY EXPENDITURE
Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R'000
Cash-settled exploration and
project development expenditure
- Modder East 5,720 -
- Sub-Nigel 3,791 -
- Turnbridge 5 -
— Holfontein 59
- Spaarwater 5 -
— Ventersburg 43 -
- Etendeka 356 -
9,979 -
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IMPAIRMENT OF ASSETS

Management re-evaluated the value of the Ventersburg project. Based on this valuation management
concluded that that no value should currently be attributed to the project. In accordance with the

provisions of IAS 36, the value of these investments has been written down to zero.

Details of net assets impaired are as follows:

Group Group
31 December 31 December
2006 2005
12 months 12 months
R’'000 R’'000
Mining rights — Venlersburg - -
Net assets impaired - -
FINANCE INCOME
Group Group
31 December 31 December
2006 2005
12 months 12 months
R’'000 R’000
Interest received on cash and cash equivalents 1,804 77
FINANCE COST
Group Group
31 December 31 December
2006 2005
12 months 12 months
R’000 R’000
Interest paid 88 143
LOSS BEFORE INCOME TAX
Group Group
31 December 31 December
2006 2005
12 months 12 months
R’000 R'000
The following items have been charged in arriving
at the loss before tax:
Audit remuneration for audit services 345 72
Loss on disposal of investments - 391
Depreciation 853 504
Staff cost 4,958 -
- Salaries 4,415 -
- UIF 375 -
— Other 168 -
Directors remuneration 404 -
- Executive directors - -
— Non-executive directors 404 _
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INCOME TAXES

Group Group

31 December 31 December

2006 2005

12 months 12 months

R’000 R'000

South African taxation — current {333) -
Income tax rate reconciliation

Group Group

31 December 31 December

2006 2005

12 months 12 months

R'000 R’000

Statutory rate of taxation 45% 45%

Income not subject to tax 0.1% -

Assessed loss not carried forward - -

Assessed loss utilised 1.2% (11.5%)

Expenses not deductible for tax purposes (6.3%) (32.0%)

Deferred tax asset not recognised (32%) {(1.5%)

Tax rate differential — mining vs non-mining (6.8%) -

Prigr year adjustment (0.5%) -

Other (1.2%) -

Effective tax rate (0.5%) -

Gold mining tax on mining income is determined by taking into account the taxable income, total mining
income and capital expenditure from mining operations during the year. No mining tax was payable in
2006 as the Group has an estimated unredeermed capital expenditure balance of R120.5 million (2005:
R9.6 million) and calculated tax losses balance of R6.8 million (2005: RE6.9 million). This is made up as
follows:

Unredeemed
capital expenditure Tax losses
2006 2005 2006 2005
R’000 R'000 R’000 R'000
South Africa 120,501 9,603 6,794 6,910

The mining tax rates utilized as at 31 December 2006 were 35% — 45% in South Africa.

These future deductions are utilizable only against income generated from the Group’s current mining
operation and do not expire unless the mine ceases to trade.

Non-mining taxable income, which consists primarily of net interest received, was shielded against
mining tax losses that were not ring-fenced for tax purposes. In South Africa, the Group is exempt from
payment of secondary taxation on companies, having made an election not to pay secondary taxation
on companies. The election influences the taxation rate of the company.

Except to the extent disclosed below, a net future tax asset arising from tax losses and unredeemed
capital expenditure, has not been recognised in the current period as its recoverability is not more likety
than not.

The Group's future income tax assets and liabilities as at 31 December 2008 and 2005 are summarized
below. These amounts incorporate the unredeemed capital expenditure as well as the tax loss balances
referred to above multiplied by the applicable tax rates.
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Group Group

31 December 31 December

2006 2005

12 months 12 months

R’000 R’000

Mining Assets 24,335 101
Nen-mining assets 202 -
Revaluation of undeveloped property 31,411 -
Provisions (719) -
55,229 101
Unredeemed capital expenditure (48,810) {4,327)
Taxation losses (1.964) {2,004)
Deferred tax asset not recognised 26,956 6,230
Net future income tax liability recognised 31,411 -

A fair value increment in mining assets of F108.3 million arose on the fair valuation of the assets of
Sub-Nigel that formed part of the reverse take over of Sub Nigel by New Kleinfontein. In compliance with
accounting practice, a future tax liability of R31.4 million was recognised on this revaluation.

BASIC LOSS PER SHARE, DILUTED LOSS PER SHARE AND HEADLINE LOSS PER SHARE

Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R’000
Basic loss per share (cents) {5.16) (0.42)
is calculated based on net loss of the period of (R'000) (22,889) (1,412)
and a weighted average number of shares outstanding of issued 443,166,965 339,011,680
Diluted basic loss per share of (cents) {5.14) (0.42)
is calculated based on net loss of the period of (R'000) (22,889) (1,412)
and a weighied average number of shares outstanding of issued 444,339,171 339,011,680
Headline loss per share (cents) {5.16) {0.42)
is calculated based on net loss of the period of (R'000) (22,889) (1,412)
and a weighted average number of shares outstanding of issued 443,166,965 339,011,680
Reconciliation of headiine earnings
Loss before tax (22,889) (1,412)
impairment write-downs = -
Headline garnings (22,889) {1.412)
Average number of shares 443,166,965 339,011,680
Adjusted for:
Unexercised share options 1,772,206 -
Diluted average number of shares 444 939,171 339,011,680
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23. CONTINGENT LIABILITIES AND COMMITMENTS

Contingent Liabilities and Commitments

Group Group
31 December 31 December
2006 2005
R’000 R’000
Guarantees 1,325 -
Capital commitments 144,487 1,027
Operating lease commitments 4,025 -
Guarantees consist of:
Performance guarantees with the DME
— environmental rehabilitation of land 1,080 -
Performance guarantee — Eskom 245 -
Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R’000
Capital expenditure commitments contracted for 2,553 -
Capital expenditure commitment authorised by the
Directors but not yet contracted for 141,934 1,027
144,487 1,027
Payable in 144,487 1,027
- 2007 141,914 -
- 2008 - -
- 2009 - -
- 2010 - -
- 20M - -
— Thereatter 2,573 1,027

The Group capital commitment relates to capital expenditure on the Modder East projects as well as the

asset rehabilitation liability.

Operating leases

Group Group

31 December 31 December

2006 2005

R’000 R'000

Na later than 1 year 77 -
Later than one year but no later than 5 years 516 -
Later than 5 years 3,432 -
4,025 -

The operating lease relates to the lease of the farm Cloverfield. The lease agreement commenced in
April 2006 and expires in March 2016. The initial lease payment amounted to R6,000 per month and will

gscalates by 10% per annum.

24, FINANCIAL INSTRUMENTS
Financial risk factors

The Group's activities expose it to a variety of financial risks. including the effects of changes in debt
and equity market prices, foreign currency exchange rates and interest rates. The Group’s overall risk
management programme focuses on the unpredictability of financial markets and seeks t0 minimise
potential adverse effects on the financial performance of the Group. The Group does not hedge its

exposure to foreign currency exchange risk.
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Risk management carried out by the Group is approved by the Board of Directors.
{i}y Foreign exchange risk

The Group is exposed to foreign exchange risk arising predominantly from foreign currency
denominated sales. The Group, however, does not hedge its exposure to foreign currency
exchange risk.

(i} Interest rate risk

The Group's income and operating cash flows are substantially independent of changes in market
interest rates. The Group has no set policy on maintenance of a set proportion of borrowings in
fixed rate instruments versus variable instruments. At the year end no debt was at fixed rates.

(i) Credit risk
The Group has no significant concentrations of credit risk. The Group has policies in place to
ensure that sales of products and services are made to customers with an appropriate credit

history. The Group has policies that limit the amount of credit exposure to any one financial
institution.

{(iv) Liquidity risk

Prudent liguidity risk management implies maintaining sufficient cash and marketable securities,
the availability of funding through an adequate amount of committed credit facilities and the ability
to close out market positions.

Fair value estimation

The fair value of publicly traded derivatives and trading securities is based on quoted market prices at
the balance sheet date.

In assessing the fair value of other financial instruments, the company uses a variety of methods and
makes assumptions that are based on market conditions existing at each balance sheet date. Option
pricing models and estimated discounted value of future cash flows, are used to determine fair value for
the remaining financial instruments.

The face values less any estimated credit adjustments for financial assets and liabilities with a maturity
of less than one year are assumed to approximate their fair values. The fair value of financial liabilities
for disclosure purposes is estimated by discounting the future contractual cash flows at the current
market interest rate available to the company for similar financial instruments.

The actual disclosed values of the financial instruments all approximate the fair values of these
instruments.

BUSINESS COMBINATIONS

In the current financial year the merger between Sub Nigel Gold Mining Company Ltd and the
NKMC Group was accomplished through the issue of shares to Aflease Gold and Uranium Ltd {now
called Uranium One Africa Ltd) in payment for all the issued and outstanding ordinary shares of NKMC
Group and all amounts due by NKMC Group to Aflease Gold and Uranium Ltd.

At a special meeting held on 10 January 2006 the shareholders voted in favour of the merger of the New
Kleinfontein Mining Company Ltd Group (NKMC Group) of companies and Sub Nigel Gold Mining
Company Ltd. The latter was renamed Aflease Gold Ltd. 339 011 680 Sub Nigel Gold Mining Company
Ltd shares were issued as purchase consideration to Aflease Gold and Uranium Ltd. Following the issue
of these shares Sub Nigel Gold Mining Company Ltd became an 80% subsidiary of Aflease Gold and
Uranium Ltd. In terms of IFRS 3, Business combinations, this merger is accounted for as a reverse
acquisition.

In line with the guidance provided by IFRS 3 the financial results reported prior to the effective date of
the transaction are those of the acquirer (NKMC Group) and those subsequent to the effective date
of the transaction are those of the combined entity.

Due to the reasons listed above, the comparative information published in these financial statements
differ from those previously pubtished.
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Except for the cash taken over, this transaction has been excluded from the cash flow statement, as it

did not result in an exchange for cash.

The aggregate fair values of the assets acquired and liabilities assumed were as follows:

2006
R’000
Property, plant and equipment 4,755
Undeveloped properties 108,313
Loan account 9,281
Receivables and prepayments 406
Cash and cash equivalents 11,820
Asset retirement obligation (213)
Accounis payable and accrued liabilities (6,533)
Future taxation liability (31,411)
Vajue of business combination 96,418
CASH UTILISED BY OPERATIONS
Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R'000
Loss before income tax {22,889) {1,412}
Adjusted for:
— Depreciation 853 504
- Loss on disposal of investment - 321
- Increase in retirement obligation 1,445 -
- Increase in other provisions 1,885 -
~ Impairment of asset - -
— Share-based payments 1,762 -
— Capitalised mine development costs impaired - -
— Finance costs — net (1,716) 66
- Changes in working capital {excluding the effects of
the acquisition) Inventories (289) -
Trade and other receivables (5,303) 7,455
Trade and other payables 25,059 (188)
807 6,816
RECONCILIATION OF INCOME TAX PAID
Group Group
31 December 31 December
2006 2005
12 months 12 months
R’000 R'000
Amount unpaid at beginning of pericd - -
Amount per the income statement 333 -
Amount unpaid at end of period - -
333 -




28.

29,

30.

ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT

Group Group

31 December 31 December

2006 2005

12 months 12 months

R’'000 R’000

Mine development costs and mine plant facilities 26,164 -
Undeveloped properties 1,780 -
Motor vehicles 22,625 -
Office equipment 518 -
51,087 -

DETAILS OF IFRS ADJUSTMENTS
Company

Share options were granted to employees under an employee share incentive on 15 March 2005. Other
than costs incurred in administering the scheme which were expensed as incurred, the scheme did not
previously result in any expense in the income statement, but only to a dilution in earnings per share
when the shares were issued. The Group now recognises an expense in the income statement, with a
corresponding credit to equity, representing the value of employee share options granted, recognised
on a straight line basis over the vesting periods of the options in accordance with the requirements of
IFRS 2 Share based payments. No IFRS adjustments were required in the take-on balance sheet of the

comparative financial period.

Reconciliation of Loss for the year ended 30 June 2005

Effect of
Previous transition
GAAP to IFRS IFRS
R’'000 R'000 R'000
Revenue - - -
Expenditure {3,495) {639) (4,134)
Operating Loss (3,495) {639) (4,134)
Investment income 30 - 30
Impairment of mining assets (24,229) - (24,229)
Finance costs {22) - (22)
Loss before taxation (27,716} {639) (28,355)
Taxation {54) - (54)
Loss after taxation (27,770) (639) (28,409)
Reconciliation of assets, liabilities and equity for the year ended 30 June 2005
Assets Liabilities Equity
R’000 R’000 R’000
Previous GAAP 8,887 {440) 8,447
Increase in stated capital (IFRS 2 - share option scheme) - - (639)
Increase in accumulated loss
{IFRS 2 - share option scheme) - - 639
Balance reported under IFRS 8,887 (440) 8,447

SUBSEQUENT EVENTS

Subsequent to the financial year end New Kleinfontein Gold Mine (Pty) Ltd has entered into an
agreement whereby it has agreed to sell the remaining extent of the farm “The Springs No. 129"

IR measuring 82.5 hectares.

25,000,000 new shares were issued for cash on 1 March 2007 at an issue price of R2.88 per share.
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3t. RELATED PARTY TRANSACTIONS

The company’s major shareholder is Uranium One Africa, which holds 71.3% (2005 0%) of the
company's shares.

Group Group
31 December 31 December
2006 2005
12 months 12 months
R'000 R’000
The following transactions were carried out with related parties:
Management fee paid to Uranium One Africa 3,005 -
Rent paid to Uranium One Africa 57 -
Details of share options outstanding and exercised by Directors are as follows:
Number of
shares Allocated
exercised/ price of
lapsed Lapsed Exercised options on First
Balance at Granted duringthe Balanceat numberof number of hand exercise
Director 1Jan 05 during year year 31 Dec 06 shares shares 31 Dec 06 date
Executive
ST Ward 4,400,000 - 4,400,000 - 3,150,000 1,250,000 - Arg 2006
A C Reynolds 2,800,000 526,233 - 3,326,233 - - 0.99 -
H G Veldsman 2,800,000 - 1,800,000 1,000,000 - 1,800,000 0.65 Sep 2006
P B Kruger - 2B7.671 - 287,671 - - 2.80 -
Non-Executive
Ken Dicks - 287,671 - 287,671 - - 2.80 -
S Swana - 287,671 - 287,671 - - 2.80 -
S Mayiza - 287,671 - 287,671 - - 2.80 -
S Zungu - 383,562 - 383,562 - - 2.80 -
10,000,000 2,060,479 6,200,000 5,860,479 3,150,000 3,050,000 1.41
Number of
shares Allocated
exercised/ price of
lapsed Lapsed Exercised options on First
Balance at Granted duringthe Balanceat numberof number of hand exercise
Director 1Jan 04 during year year 31 Dec 05 shares shares 31 Dec 05 date
Executive
ST Ward - 4,400,000 - 4,400,000 - - 0.65 -
A C Reynolds - 2,800,000 - 2,800,000 - - 0.65 -
H G Veldsman - 2,800,000 - 2,800,000 - - 0.65 -
- 10,000,000 - 10,000,000 - - 0.65
Directors’ remuneration 404 3,300 - 1,100
- Executive directors
S T Ward (Resigned)
- Salary - 566 - 295
A C Reynolds (Resigned)
- Salary - 298 - 397
H G Veldsman (Resigned)
- Salary - 140 - 288
P St G Glyn (Resigned)
- Salary - 1,800 - 120
P B Kruger
- Services as director - a3 - -
- Non-executive directors
Ken Dicks
- Services as director 103 103 - -
S Swana
- Services as director a5 95 - -
S Maziya
- Services as director 91 a1 - -
S Zungu
- Services as director 115 115 - -
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32. SEGMENTAL REPORTING

The Group operates only in the gold mining and exploration sector of the economy and primarily in the
East Rand geographical region of South Africa. There are no other business segments with significant
differences in the risks and returns or economic environments in which the Group operates.

The shareholders’ spread at 31 December 2006 was as follows:
SHAREHOLDER SPREAD

Number of Number of
shareholders % shares %
1 - 1,000 shares 1,095 36.07 475,853 0.10
1,001 - 10,000 shares 1,272 41.90 5,779,066 1.22
10,001 -~ 100,000 shares 572 18.84 17,828,136 3.76
100,001 - 1,000,000 shares 79 2.60 21,079,231 4.45
1,000,001 shares and over 18 0.59 428,727,314 90.47
3,036 100.00 473,889,600 100.00
SHAREHOLDER SPREAD
Number of Number of
shareholders % shares Yo
Banks 45 1.62 56,332,728 11.89
Close Corporations 55 1.81 1,724,474 0.36
Endowment Funds 2 0.07 900,969 0.19
Individuals 2,742 90.32 31,789,611 6.71
Investment Companies 2 0.07 29,700 0.01
Mutual Funds 3 0.10 11,447,465 2.42
Nominees and Trusts 118 3.89 6,562,646 1.38
Other Corporations 17 0.56 389 840 0.08
Pension Funds 2 0.07 100,300 0.02
Private Companies 36 1.19 14,146,670 2.99
Public Companies 13 0.36 350,465,197 73.96
3,036 100.00 473,889,600 100.00
PUBLIC/NON-PUBLIC SHAREHOLDERS
Number of Number of
shareholders % shares Yo
Non-Public Shareholders 1 0.03 337,746,896 71.33
Strategic Holdings (more than 10%;) 1 .03 337,746,896 71.33
Public Shareholders 3,035 99.97 136,142,705 28.67
3,036 100.00 473,889,600 100.00

Beneficial shareholders holding of 3% or more

Number of shares %
Uranium One Africa limited 337,746,896 71.33
Gold Fields Limited 12,500,000 2.64
Investec 11,321,065 2.39
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REPORT OF INDEPENDENT AUDITORS
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF AFLEASE GOLD LIMITED

We have audited the annual financial statements and group annual financial statements of Aflease Gold
Limited. These financial statements comprise: the balance sheet and the consolidated balance sheet as at
31 December 2006; the company's income statement, statement of changes in equity and cash fiow
statement for the 18 months ended 31 December 2006; the consolidated income statement, consolidated
statement of changes in equity and consolidated cash flow statement for the 12 months ended 31 December
2006; a summary of significant accounting policies and other explanatory notes; and the directors’ report.

Directors’ responsibility for the financial statements

The company’s directors are responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and in the manner required by
the Companies Act of South Africa. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonabile in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
company and of the group as of 31 December 2006, and their financial performance and their cash flows
for the respective periods then ended in accordance with International Financial Reporting Standards and
in the manner required by the Companies Act of South Africa.

PricewaterhouseCoopers Inc

Director: HP Qdendaal
Registered Auditor

Johannesburg
31 March 2007
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REVIEWED RESULTS OF AFLEASE FOR THE SIX MONTHS ENDED 30 JUNE 2008

AFLEASE GOLD LIMITED

REVIEWED INTERIM RESULTS FOR THE 6 MONTHS ENDED 30 JUNE 2008

SUMMARISED GROUP BALANCE SHEET

Reviewed Unaudited Audited
30 June 30 June 31 December
2008 2007 2007
R'000 R’'000 R'000
ASSETS
Non-current assets
Property, plant and equipment
Mine development costs and mine plant facilities 320,476 84,521 168,413
Undeveloped properties 110,645 112,500 110,645
Asset retirement fund 7,033 736 6,682
Restricted cash 1,774 - 1,596
Amounts due from related parties 268 354 268
440,196 198,111 287,604
Current assets
Cash and cash equivalents 471,984 72,198 634,315
Receivables and prepayments 21,835 11,054 15,948
Inventories 289 289 289
494,108 83,541 650,552
Total assets 934,304 281,652 938,156
SHAREHOLDERS' EQUITY
Share capital and share premium 360,533 204,988 360,323
Contributed surplus 10,644 2,973 6,574
Accumulated deficit (146,423) (57,455) (126,676)
224,754 240,506 240,221
LIABILITIES
Non-current liabilities
Financial liabilities designated at fair value 620,902 - 622,040
Amounts cwing to related parties 935 189 249
Asset retirement obligation 7,551 2,665 7,445
Deferred taxation 31,411 31,411 31,411
660,799 34,265 661,145
Current liabilities
Accounts payable and accrued liabilities 41,745 6,881 30,359
Taxation payable 4,245 - 2,005
Provisions 2,761 - 4,426
48,751 6,881 36,790
Total equity and liabilities 934,304 281,652 938,156
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SUNIMARIOELD GHUUF INCUNE OIATEMENI

Reviewed Unaudited Audited
30 June 30 June 31 December
2008 2007 2007
6 months 6 months 12 months
R’000 R'000 R'000
Revenue - - -
Cost of sales - - -
Gross loss - - -
Sundry income - 366 3
General and administrative expenditure {9,081) (8,239) (35,380)
Share options expensed (4,070) (1,211) {4,812}
Exploration and pre-feasibility expenditure {13,073) {6,362) (22,392)
Impairment of assets - - (3,055)
Fair value adjustment on financial fiability 684 - (22,040)
Operating loss {25,550) {15,446) {87.686)
Interest received 33,229 2,771 8,470
fnterest paid (25,073) (83) {226)
Loss before income taxes {17,394) {12,768) {79,442)
Taxation (2,353) - (2,547)
Net loss {19,747) (12,768) (81,989)
Loss per share (cents)
- Basic (3.77) (3.77) {2.60)
- Headline (2.60) (16.31) (15.70)
~ Diluted (3.68) {2.58) {11.68)
Number of shares in issue 524,457,006 501,414,600 524,132,006
Reconciliation of weighted average number of
shares and diluted average number of shares:
Average number of shares 524,186,173 491,767,362 502,681,903
Adjusted for:
Unexercised share options 23, 576, 709 4,029,365 2,661,616
Convertible bonds potentially convertible 7,872,401 - 7,872,401
Diluted average number of shares 555,635,283 495,796,727 513,215,920
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GROUP CONTINGENT LIABILITIES AND CUNNMITNIENTO

Reviewed Unaudited Audited
30 June 30 June 31 December
2008 2007 2007
R’000 R'000 R'000
Guarantees 21,774 1,325 21,790
Capital commitments
— Capital expenditure commitments contracted for 103,828 43,042 175,953
- Capital expenditure commitment authorised by
the Directors but not yet contracted for 473,695 66,517 722,046
Operating lease commitments 3.907 3,988 3,926
SUMMARISED GROUP STATEMENT OF CHANGES IN EQUITY
Unaudited
Share capital Unaudited Unaudited
and share Contributed Accumulated Unaudited
premium Surplus Deficit Total
R’000 R'000 R'000 R’000
Balance at 1 January 2007 220,048 1,762 (44,687) 177,121
Share issues 75,692 - - 75,692
Share option scheme 1,211 - 1,211
Transaction cost (750) - - (750)
Net loss for the pericd - - (12,768) {12,768)
Balance at 30 June 2007 294,988 2,973 {57,455) 240,506
Share issues 64,750 - - 64,750
Share option scheme - 3,601 - 3,601
Transaction cost 585 - - 585
Net loss for the period - - (69,221) (69,221)
Balance 31 December 2007 360,323 6,574 {126,676) 240,221
Share issues 211 - 211
Share option scheme - 4,070 - 4,070
Transaction cost (1) - - (1)
Net loss for the period - - {19,747) (19,747)
Balance at 30 June 2008 360,533 10,644 (146,423) 224,754
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Reviewed Unaudited Audited

30 June 30 June 31 December

2008 2007 2007

6 months 6 months 12 months

R'000 R'000 R’000

Cash utilised by operating activities (10 872) {36,726) {37,623)
Cash utilised by operations (22 749) (14,177) {36,097)
Utilised to increasef(decrease) working capital 3,834 {25,320} (9,228)
Finance income 33,229 2,771 8,470
Finance costs (25,073) - (226)
Taxation paid {113) - (542)
Cash (expended on)/retained from investment activities {(151,901) {30,139) (111,972)
Additions to property, plant and equipment (151 477) (30,108) (104,399)
Increase in investments - (31) (7.573)
Decrease in AFQ asset retirement fund (351) - -
Increase in New Kleinfontein rehabilitation provision 105 - -
Increase in guarantee investments (178) - -
Cash flow from financing activities 442 73,584 718,432
Froceeds from issue of shares 210 74,942 140,277
Increase in financial liabilities (455) - 579,367
Decrease in amounts due to related parties 687 {1,358) {(1,.212)
Movement in cash and cash equivalents (162,331) 6,719 568,837
Cash and cash equivalents at bheginning of period 634,315 65,479 65,478
Cash and cash equivalents at end of period 471,984 72,198 634,315
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NOTES TO THE SUMMARISED FINANCIAL STATEMENTS FOR THE SIX MONTHS
ENDED 30 JUNE 2008

BASIS OF PREPARATION

These condensed consolidated interim financial statements have been reviewed by our auditors,
PricewaterhouseCoopers, for the first time for the six months ended 30 June 2008. The information for the
comparative six month period ended 30 June 2007 has not been reviewed. The review report is available for
inspection at the company's registered office. The condensed consolidated interim financial information for
the six months ended 30 June 2008 has been prepared in accordance with IAS 34, ‘Interim financial
reporting’. The condensed consolidated interim financial information should be read in conjunction with the
annual financial statements for the year ended 31 December 2007, which have been prepared in
accordance with IFRS. The accounting policies applied are consistent with those of the annual financial
statements for the year ended 31 December 2007, as described in those annual financial statements.
Options exercised under the employee share incentive scheme during the period to 30 June 2008 resulted
in 325,000 shares being issued, with exercise proceeds of R210 000. The average price of the shares at the
time of exercise was R2.37.
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COMMENTARY

FINANCIAL RESULTS

The increased loss per share of 3.77 cents compared to 2.60 cents for the corresponding pericd last year
is predominantly as a result of exploration costs. Mine development costs incurred in the development of
Aflease's Modder East project, have been capitalized to date and will continue to be capitalized until the
project reaches commercial production. The trackless decline at Modder East has progressed to just over
1700 meters and the first reef intersection is only 292 meters away. Production at Modder East is expected
to begin on target in the fourth quarter of 2009. In June 2008 the Board of Directors approved the Sub Nigel
Re-opening Project. Stoping at Sub Nigel is expected to begin early in 2009 with first gold production in the
second quarter of 2009.

Change in shareholding
In March 2008 African Global Capital concluded a share purchase agreement in terms of which it acquired
approximately 152m shares from Uranium One to become a 29 percent shareholder of Aflease Gold.

Signed on behalf of the Board

N J Froneman
(Chief Executive Officer)

Johannesburg
11 September 2008
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ANNEXURE 3

EXTRACTS OF HISTORICAL FINANCIAL INFORMATION OF BMA FOR THE FOUR
FINANCIAL YEARS ENDED 31 DECEMBER 2004, 31 DECEMBER 2005,
31 DECEMBER 2006 AND 31 DECEMBER 2007

The report of the historical financial information is the responsibility of the directors of BMA.
The following historical financial information is an extract of the financial statements from:

* The Annual Report of the BMA group for the year ending 31 December 2007 {with 31 December 2006
comparatives); and

* The Annual Report of the BMA group for the year ending 31 December 2005 (with 31 December 2004
comparatives).

it should be noted that the independent audit reports from Ernst & Young for each of the years ended
31 December 2007, 31 December 2006, and 31 December 2005 and the review report from Ernst & Young
for the half-year ended 30 June 2008 set out in this Annexure are based on, but extracted from, the complete
financial statements contained within the respective annual reports and half-year report which can be
obtained at the BMA website (www.bmageld.com.au).

The extracts of the annual reports for the years ended 31 December 2007 and 31 December 2005 provided
comprise:

Consolidated income statement;

Consolidated balance sheets;

Consolidated cash flow statement;

Consolidated statement of changes in equity; and

Notes to the financial statements, including the accounting policies of BMA.

The independent audit report from Ernst & Young for the year ended 31 December 2006 has been included
for reference without any extracts from the annual report of the year then ended.

This report has been prepared by and is the respansibility of the directors of BMA.
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CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Consolidated

Notes 31/12/07 31M12/06

$ $

Sale of goods 3,679,530 17,466,927
Rendering of services 6,276 109,545
Total revenue 3,685,806 17,576,472
Cost of sales (6,061,457) (20,080,620
Gross profit {2.375,651) (2,504,148)

Finance revenue 4A(i) 60,060 249 591
Other income A(ii) 80,545 25,000
Disposal of plant and equipment 143,172 -
Exploration and development expenses 4(iii) (1,196,102) (17,288,924)
Administrative expenses 4{iv) {2,595,283) (3,114,061)
Costs of voluntary administration (1,480,367} -
Other expenses a{v) (1,555,080) (6,270,053)
Finance costs 4{vi) (220,271) {273,711)
Loss before income tax (9,138,977) (29,176,306)
Income tax expense 5 - {4,184,132)
Loss after income tax {9,138,977) (33,360,438)
Loss attributable to members of the parent (9,138,977}  (33,360,438)
Basic & diluted earnings loss per share {cents per share) 23 (3.66) (15.90)
The following additional information is the responsibility of the directors of BMA.

3112/07 31/12/06

$ $
Earnings attributable to ordinary shareholders {9,138,977) (33,360,438)
Plus IFRS 3 Impairment of goodwill - 3,648,006
Less IFRS 5 Gain on sale of plant and equipment (143,172) -
Plus IFRS 6 Exploration impairment 812,119 8,466,397
Plus 1AS 16 Impairment of PF & E - 1,102,097
Headline earnings {8,470,030) (20,143,238)
Weighted average number of shares 249,911,861 209,925,935
Headline earning per share (cents) {3.39) {9.60)




CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER 2007

Consolidated

Notes 3112107 31/12/06
$ $

Current assets
Cash 1,787,879 3,606,598
Prepayments 10 47,492 128,833
Receivabies 7 127,965 784,338
[nventories 8 - 883,341
Total current assets 1,963,336 5,403,110
Non-current assets
Receivables 9 157,128 162,566
Property, Plant and Equipment 11 137,985 7.808,083
Exploration, evaluation and development 13 1,500,000 2,083,983
Other financial assets 10 - -
Deferred tax asset 5 31,412 157,960
Total non-current assets 1,826,525 10,212,592
Total assets 3,789,861 15,615,702
Current liabilities
Payables 14 238,671 3,667,373
Provisions 15 17,586 626,445
Interest bearing liabilities 16 - 4,067,647
Total current liabilities 256,257 8,361,465
Non-current liabilities
Provisions 15 166,850 351,315
Deferred tax liabilities 5 31,412 157,960
Total non-current liabilities 198,262 509,275
Total liabilities 454 519 8,870,740
Net assels 3,335,342 6,744,962
Equity
Contributed equity 17 46,448,813 43,044,736
Reserves 27 3,251,722 926,442
Accumulated losses 17 (46,365,193) (37,226,216)
Total equity 3,335,342 6,744,962
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CONSOLIDATED CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Consolidated

Note 31112/07 31/12/06
$ $

Cash flows from operating activities
Receipts from customers 4,155,799 17,068,779
Payments 1o suppliers and employees (11,711,728}  (22,286,874)
Payments in relation to voluntary administration (1,411,708) -
interest received 60,060 249,591
Borrowing costs (68,642) (273,711)
Net cash flows used in operating activities 25 (8,976,218) (5,242,215)
Cash flows from investing activities
Purchase of property, plant and equipment {92.840) (3,723,038)
FPayments for exploration, evaluation
and development (812,119) (5,864,305)
Paymeni/Refund of performance bonds 4,562 (16,066)
Loan advanced from/(to) controlled entity - -
Proceeds from sale of plant & equipment 7,383,687 -
Proceeds from sale of tenements - 25,000
Net cash flows used in investing activities 6,483,190 (9,578,409)
Cash flows from financing activities
(Repayment)/Proceeds of borrowings {4,200,000) 4,000,000
Proceeds from issue of shares and opticns 5,473,177 12,839,319
Transaction costs of issue of shares (598,870) {5653,117)
Net cash flows from financing activities 674,307 16,286,202
Net (decrease)fincrease in cash held (1,818,719) 1,465,578
Cash at the beginning of the reporting period 3,606,598 2,141,020
Cash and cash equivalents at end of period 1,787,879 3,606,598
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2007

Consolidated

Ordinary Accumulated
Shares Reserves Losses Total
$ $ $ $
At 1 January 2007 43,044,736 926,442  (37,226,216) 6,744,962
Total income and expense for the
period recognised directly in equity - - - -
Loss for the period - - (9,138,977) (9,138,977)
Total income and expense for the period - {9,138,977) (9,138,977)
Share issue 4,001,008 - - 4,001,006
Options issued - 1,470,829 - 1,470,829
Exercise of options 1,941 (600) - 1,341
Transaction costs on share issue (598,870) - - {598,870)
Share-based payment - 855,051 - 855,051
At 31 December 2007 46,448,813 3,251,722  (46,365,193) 3,335,342
Consolidated
Ordinary Accumulated
Shares Reserves Losses Total
$ $ $ $
At 1 January 2006 30,608,534 283,138 {3,865,778) 27,025,894
Total income and expense for the
period recognised directly in equity - - - -
Loss for the period - - (33,360,438) (33,360,438)
Total income and expense for the period - (33,360,438) (33,360,438)
Share issue 12,989,319 - - 12,989,319
Transaction costs on share issue {653,117) - - {553,117)
Share-based payment - 643,304 - 643,304
At 31 December 2006 43,044,736 926,442  (37,226,216) 6,744,962
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

1.

144

CORPORATE INFORMATION

The financial report of BMA Gold Limited (the Company) for the year ended 31 December 2007 was
authorised for issue in accordance with a resolution of the directors on 27 February 2008.

BMA Gold Limited is a company limited by shares that is incorporated and domiciled in Australia, whose
shares are publicly traded on the Australian Stock Exchange. BMA Gold Limited has prepared a
consolidated financial report incorporating the entities that it controlled during the financial year.

The nature of the operations and principat activities of the Group are described in the Director's Report.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a) Statement of compliance

The financial report complies with Australian Accounting Standards, which include Australian
equivalents to international Financial Reporting Standards (AIFRS). These financial reports are also
in compliance with International Financial Reparting Standards {IFRS).

(b) Adoption of new accounting standards and interpretations

The Group has adopted AASB 7 Financial Instruments; Disclosures and all consequential
amendments which became applicable on 1 January 2007. The adoption of this standard has only
affected the disclosure in these financial statements. There has been no affect on profit and loss or
the financial position of the entity.

The Group has adopted AASB 6 Exploration for and Evaluation of Mineral Resources and all
consequential amendments which became applicable on 1 July 2007, The adoption of this standard
has only affected disclosure in these financial statements. There has been no affect on profit and
loss or the financial position of the entity.

Australian Accounting Standards that have recently been issued but are not yet effective have not
been adopted by the Group for the annual reporting period ending 31 December 2007. Those with
material impact are listed below, and all others are considered to have immaterial impact.

Application  Impact on Application
date of Group financial date for
Reference Title Summary standard* report Group”
AASB 2007-4 Amendments to Amendments arising as a resuli tJuly 2007 These amendments 1 January
Austrafian Accounting of the AASB decisicn that, in are expected to 2008
Standards arising from  principte, all options that currently change the extent
ED 151 and Other exist under IFRSs should be of some disclosures
Amendments included in the Australian in the Group's
AASB 1,2 3,4,5,6, equivalents to IFRSs and financial report,
7,102, 107, 108, 110, additional Australian disclosures
112, 114, 116, 117, should be eliminated, other than
118, 119, 120, 121, those now considered particularty
127, 128, 129, 130, relevant in the Australian reporting
131, 132, 133, 134, - envirgnment,
136, 137, 138, 139,
141, 1023 & 1038
AASB 2007-8 Amendments to Amending standard 1 January The amendments are 1 January
Australian Accounting issued as a conseqguence 2009 expected to only affect 2009

Standards arising from
AASE 1-1

of revisions to AASB 101
Presentation of Financial
Staterments

the presentation of the
Group's financial report
and will not have a
dirgct impact on the
measurement and
recogniticn of amounts
under the current
AASB 101, The Group
has not determined at
this stage whether to

present the new statement

of comprehensive
income as a single or
two statements.




{c) Basis of preparation

The financial report is a general-purpose financial report, which has been prepared in accordance
with the requirements of the Corporations Act 200t and Australian Accounting Standards. The
financial report has also been prepared on a historical cost basis.

The financial report is presented in Australian dollars.

(d) Basis of consolidation

(e)

The consolidated financial statements are those of the economic entity, comprising BMA Gold
Limited (the parent company) and its subsidiaries as at 31 December each year {the Group).

Subsidiaries are fully consolidated from the date the parent company obtains control until such time
as control ceases. Where there is loss of control of a subsidiary, the consclidated financial
statements include the results for the part of the reporting period during which the parent company
has control.

Subsidiary acquisitions are accounted for using the purchase method of accounting. The purchase
method of accounting involves allocating the cost of the business combination to the fair value of
the assets acquired and the liabilities and contingent liabilities assumed at the date of acquisition.

The financial statements of subsidiaries are prepared for the same reporting period as the parent
company using consistent accounting policies. Adjustments are made to bring into line any
dissimilar accounting policies that may exist.

In preparing the consolidated financial statements, all intercompany balances and transactions,
income and expenses and profit and losses resulting from intra-group transactions, have been
eliminated in full.

Significant accounting judgements, estimates and assumptions
Significant accounting estimates and assumptions

The carrying amounts of certain assets and liabilities are often determined based on estimates and
assumptions of future events. The key estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of certain assets and liabilities within the next
annual reporting period are:

Impairment of goodwill and intangibles with indefinite useful lives.

The Group determines whether goodwill and intangibles with indefinite useful lives are impaired at
least on an annual basis. This requires an estimation of the recoverable amount of the cash-
generating units to which the goodwill and intangibles with indefinite useful lives are allocated.

Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees by reference to the fair
value of the equity instruments at the date at which they are granted. The fair value is determined
by using the Black-Scholes model. The value of equity settled transactions is recognised over the
period in which performance and/or service conditions are fulfilled (the vesting period).

The Group measures the cost of cash-settled share-based payments at fair value at the grant date
and all subsequent reporting dates and settlement dates using the Black-Scholes formula taking into
account the terms and conditions upon which the instruments were granted. During the vesting
period, the liability recognised at each reporting date is the fair value of the award at that date
proportionate to the expired portion of the vesting period. Once vested the liability is recognised as
the full fair value at the reporting date.

Remaining mine lives

In estimating the remaining life of the mine at each mine property for the purpose of amortisation and
depreciation calculations, due regard is given not only to the volume of remaining economically
recoverable reserves and resources but also to limitations which could arise from the potential for
changes in technology, demand, product substitution and other issues that are inherently difficult to
estimate over a lengthy time frame,
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(9)

Income tax

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted by the balance
sheet date.

Deferred income tax is provided on all temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except:

+ when the deferred income tax liability arises from the initial recognition of goodwill or of an asset
or lability in a transaction that is not a business combination and that, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; or

+ when the taxable temporary difference is associated with investments in subsidiaries, associates,
or interests in joint ventures, and the timing of the reversal of the temporary difference can be
controlled and it is probable that the temporary difference will not reverse in the foreseeable
future,

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward
of unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences and the carry-forward of unused
tax credits and unused tax losses can be utilised, except:

* when the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset of liability in a transaction that is not a business combination and,
at the time of transaction, affects neither the accounting profit nor taxable profit or loss; or

* when the deductible temporary difference is associated with investments in subsidiaries,
associates or interests’ in joint ventures, in which case a deferred tax asset is only recognised to
the extent that it is probable that the temporary difference will reverse in the foreseeable future
and taxable profit will be available against which the temporary difference can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilised.

Unrecognised deferred income tax assets are reassessed at each balance sheet date and are
recognised to the extent that it has become probable that future taxable profit will allow the deferred
tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply
to the year when the asset is realised or the {iability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in profit
or loss.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred tax assets and liabilities relate
to the same taxable entity and the same taxation authority.

Other taxes

Revenues, expenses and assets are recognised net of the amount of GST except:

s where the GST incurred on a purchase of goods and services is not recoverable from the taxation
autharity, in which case the GST is recognised as part of the cost of acquisition of the asset or as
part of the expense itemn as applicable; and

* receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the balance sheet.




(h)

U

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of
cash flows arising from investing and financing activities which is recoverable from, or payable to,
the taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or
payable to, the taxation authority.
Property, plant and equipment

Plant and equipment is stated at cost less accumulated depreciation and any accumulated
impairment losses. Such cost includes the cost of replacing parts that are eligible for capitalisation
when the cost of replacing the parts is incurred.

Buildings are measured at cost less accumulated depreciation and any accumulated impairment
losses.

Depreciation is calcutated on a straight line basis over the useful life of the assets as follows:

¢ Buildings — 10 20 years
e Plant & Equipment - 5 years
e Furniture & Fittings —to 3 years

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if
appropriate, at each financial year end.

Impairment

The carrying values of plant and equipment are reviewed for impairment at each reporting date, with
the recoverable amount being estimated when events or changes in circumstances indicate that the
carrying value may be impaired.

The recoverable amount of plant and equipment is the higher of fair value less costs to sell and value
in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.

For an asset that does not generate largely independent cash inflows, recoverable amount is
determined for the cash-generating unit to which the asset belongs, unless the asset’s value in use
can be estimated to be close to its fair value.

Impairment exists when the carrying value of an asset of cash-generating units exceeds its
estimated recoverable amount. The asset or cash-generating unit is then written down to its
recoverable amount.

For buildings, plant and equipment, impairment losses are recognised in the income statement in
the other expenses line item.

De-recognition and Disposal

An item of property, plant and equipment is derecognised upen disposal or when no further future
economic benefits are expected from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in profit or loss in the year the
asset is derecognised.

Impairment of assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Group makes an estimate
of the asset’s recoverable amount. An asset’s recoverable amount is the higher of its fair value less costs to sell
and its value in use and is determined for an individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of assets and the asset's value in use cannot
be estimated to be close to its fair value. in such cases the asset is tested for impairment as part of the cash-
generating unit to which it belongs. When the carrying amount of an asset of cash-generating unit exceeds it
recoverable amount, the asset or cash-generating unit is considered impaired and is written down to its
recoverable amount.
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(k)

In assessing value in use, the estimated {uture cash flows are discounted to their present value using
a pre-tax discounted rate that reflects current market assessments of the time value of money and
the risks specific to the asset. Impairment losses relating to continuing operations are recognised in
those expense categories consistent with the function of the impaired asset.

As assessment is also made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no fonger exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previcusly recognised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s recoverable
amount since the last impairment loss was recognised. If that is the case the carrying amount of the
asset is increased to its recoverable amount. That increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in profit or foss. After such a
reversal the depreciation charge is adjusted in future periods to allocate the asset’s revised carrying
amount, less any residual value, on a sysiematic basis aver its remaining useful life.

Revenue recoghition

Revenue is recognised 1o the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured. The following specific recognition criteria must
also be met before revenue is recognised:;

interest Income
Bank interest is recognised when the Group's right to receive payment is established.
Sale of goods:

Revenue is recognised when the significant risks and rewards of ownership of the goods have
passed to the buyer and can be measured reliably. Risks and rewards are considered passed to the
buyer at the time of delivery of the goods to the customer, being when the gold leaves the Mili.

Exploration, evaluation, development and restoration costs
The Company has applied AASB 6 from 1 January 2007.
Costs Carried Forward

Costs arising from exploration and evaluation activities relating to an area of interest are carried
forward provided such costs are expected to be recouped through successful development, or by
sale, or where exploration and evaluation activities have not, at balance date, reached a stage 1o
allow a reasonable assessment regarding the existence of economically recoverable reserves.

Costs carried forward in respect of an area of interest that is abandoned are written off in the year
in which the decision to abandon is made.

Amortisation

Costs on productive areas are amortised over the life of the area of interest to which such costs
relate on the production output basis.

Exploration & Evaluation

Exploration and evaluation expenditure incurred by or on bebhalf of the Group is accumulated
separately for each area of interest. Such expenditure comprises net direct costs and an appropriate
portion of related overhead expenditure, but does not include general overheads or administrative
expenditure not having a specific connection with a particular area of interest. Exploration and
evaluation costs in relation to separate areas of interest for which rights of tenure are current are
brought to account in the year in which they are incurred and carried forward provided that:

* such costs are expected to be recouped through successful development and exploitation of the
area, or alternatively through its sale; or

* exploration and/or evaluation activities in the area have not yet reached a stage which permits a
reasonable assessment of the existence or otherwise of economically recoverable reserves.




Accumulated costs in respect of areas of interest are written off in the Income Statement when the
above criteria do not apply or when the directors assess that the carrying value may exceed the
recoverable amount. The costs of productive areas are amortised over the life of the area of interest
to which such costs relate on the production output basis.

Once a development decision has been taken, all past and future exploration and evaluation
expenditure in respect of the area of interest is aggregated within costs of development.

Development

Development expenditure incurred by or on behalf of the Group is accumulated separately for each
area of interest in which economically recoverable reserves have been identified to the satisfaction
of the directors. Such expenditure comprises net direct cosis and, in the same manner as for
exploration and evaluation expenditure.

All expenditure incurred prior {0 the commencement of commercial levels of production from each
development property is carried forward to the extent to which recoupment out of revenue to be
derived from the sale of production from.the relevant development property, or from the sale of that
property, is reasonably assured.

No amortisation is providec in respect of development properties until a decision has been made
to commence mining. After this decision, the costs are amortised over the life of the area of interest
to which such costs relate on a production output basis

Restoration

Provisions for restoration costs are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settfe the obligation and a reliable estimate can be made of
the amount of the obligation.

If the effect of the time value of money is material, provisions are determined by discounting the
expected cash flows at a pre-tax rate that reflects current market agsessments of the time, value of
meney and, where appropriate, the risks specific to the liability.

When discounting is used, the increase in the provision due to the passage of time is recognised as
a finance cost.

Remaining Mine Lives

In estimating the remaining life of the mine at each mine property for the purpose of amortisation and
depreciation calculations, due regard is given not only to the volume of remaining ecenomically
recoverable reserves and resources but also to limitations which could arise from the potential for
changes in technology, demand, product substitution and other issues that are inherently difficult to
estimate over a lengthy time frame.

(m) Cash and cash equivalents

(n)

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and shert-
term deposits with an original maturity of three months or less.

For the purposes of the Cash Flow Staterment, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts.

Bank overdrafts are carried at the principal amount. Interest is charged as an expense as it accrues.

Trade and other receivables

Trade receivables, which generally have 30 to 90 day terms, are recognised and carried at original
invoice amount less an allowance for any uncollectible amounts.

An allowance for doubtful debts is made when there is objective evidence that the Group will not be
able to collect the debis. Bad debts are written off when identified.

Receivables from related parties are recognised and carried at the nominal amount due. Interest is
taken up as income on an accrual basis.
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{o) inventories

Stores and stockpiles are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition is accounted for as
follows:

s Consumable stores and spares — purchase cost on first-in-first-out basis; and

¢ Finished goods and work-in-progress — cost of direct material and labour and a proportion of
manufacturing overhead based on normal operating capacity.

e (Gold in circuit and in transit - cost of direct material and labour and a proportion of manufacturing
overhead based on normal operating capacity.

« Ore stockpiles — cost of direct material and labour and a proportion of manufacturing overhead
based on normal operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

{(p) Investments in subsidiaries

All investments are recognised at cost, being the fair value of the consideration given and including
acquisition charges associated with the investment.

{q) Goodwill

n

Goodwill acquired in a business combination is initially measured at cost being the excess of the
cost of the business combination over the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acguisition date, allocated to each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the combination, irrespective of
whether other assets or liabilities of the Group are assigned to those units or groups of units. Each
unit or group of units to which the goodwill is so allocated:

» represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

* is not larger than a segment based on either the Group’s primary or the Group's secondary
reporting format determined in accordance with AASB 114 Segment Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group
of cash-generating units), to which the goodwill relates. When the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the carrying amount, an impairment loss
is recognised. When goodwill forms part of a cash-generating unit (group of cash-generating units)
and an operation within that unit is disposed of, the goodwill associated with the operation disposed
of is included in the carrying amount of the operation when determining the gain or loss on disposal
of the operation. Goodwill disposed of in this manner is measured, based on the relative values of
the operation disposed of and the portion of the cash-generation unit retained.

impairment losses recognised for goodwill are not subsequently reversed.

Trade and other payables

Trade payables and other payables are carried at amortised costs and represent liabitities for goods
and services provided to the Group prior to the end of the financial year that are unpaid and arise
when the Group becomes obliged to make future payments in respect of the purchase of these
goods and services.

Payables to related parties are carried at the principal amount. Interest, when charged by the lender,
is recognised as an expense on an accrual basis.




(s)

(t)

(u)

v)

Interest bearing liabilities

All loans and borrowings are initially recognised at the fair value of the consideration received less
directly attributable fransaction costs.

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method.

Gains and losses are recognised in profit or loss when the liabilities are de-recognised.

Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Earnings per share (EPS)

Basic EPS is calculated as net loss attributable to members of the parent, adjusted to exclude costs
of servicing equity (other than dividends) divided by the weighted average number of ordinary
shares, adjusted for any bonus element.

Diluted EPS is calculated as net loss attributable to members of the parent, adjusted for:
+ costs of servicing equity (other than dividends);

¢ the after tax effect of dividends and interest associated with dilutive potential ordinary shares that
have been recognised as expenses;

¢ other non-discretionary changes in revenues or expenses during the period that would result from
the dilution of potential ordinary shares; and

¢ divided by the weighted average number of ordinary shares and dilutive potential ordinary
shares, adjusted for any bonus element.
Borrowing costs

Borrowing costs are recognised as an expense when incurred and capitalised for qualifying assets.

{w)} Provisions

(x)

Provisions are recognised when the Group has a present obligation {legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate asset buy only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the income
statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects the risks specific to the liability.

When discounting is used, the increase in the provision due to the passage of time is recognised as
a finance cost.

Employee leave benefits

Wages, salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating
sick leave expected to be settled within 12 months of the reporting date are recognised in other
payables in respect of employees’ services up to the reporting date. They are measured at the
amounts expected to be paid when the liabilities are settled. Liabilities for non-accumulating sick
leave are recognised when the leave is taken and are measured at the rates paid or payable.
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Long service leave

The liability for long service leave is recognised in the provision for employee benefits and measured
as the present value of expected future payments to be made in respect of services provided by
employees up fo the reporting date using the projected unit credit method. Consideration is given
to expected future wage and salary levels, experience of employee departures, and periods of
service. Expected future payments are discounted using market yields at the reporting date on
national government bonds with terms to maturity and currencies that match, as closely as possible,
the estimated future cash cutflows.

Derecognition of financial assets and financial liabilities
Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognised when:

» the rights to receive cash flows from the asset have expired;

* the Group retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a ‘pass-through’ arrangement; or

¢ the Group has transferred iis rights to receive cash flows from the asset and either {a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognised to the extent of the Group'’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amecunt of the asset and the maximum amount of consideration
received that the Group could be required to repay.

When continuing involvement takes the form of a written and/or purchased option (including a cash-
settled option or similar provision) on the transferred asset, the extent of the Group's continuing
involvement is the amount of the transferred asset that the Group may repurchase, except that in the
case of a written put option (including a cash-settled option or similar provision} on an asset
measured at fair value, the extent of the Group’s continuing involvement is limited to the lower of the
fair value of the transferred asset and the option exercise price.

Financial liabilfities

A financial liability is derecognised when the obligaticn under the liability is discharged or cancelled
or expires.

When an existing financial liability is replaced by ancther from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
meodification is treated as a derecognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts is recognised in profit or loss.

Share-based payment transactions

Equity settled transactions

The Group provides benefits to employees {including directors) of the Group in the form of share-
based payment transactions (‘equity-settled transactions’).

The Group currently has in place an Employee Option Plan (EOP), which provides benefits ta senior
executives and employees.

The cost of these equity-setiled transactions with employees is measured by reference to the fair
value at the date at which they are granted. The fair value is determined by using the Black-Scholes
model.

In valuing equity-settled transactions, no account is taken of any performance conditions, other than
conditions linked to the price of the shares of BMA Gold Limited {'market conditions’).




(aa)

The cost of equity-settled transactions is recognised, together with a corresponding increase in
equity, over the period in which the performance conditions are fulfilled, ending on the date on
which the relevant employees become fully entitled to the award {"vesting date’).

The cumutative expense recognised for equity-settled transactions at each reporting date until
vesting date reflects:

(i) the extent to which the vesting period has expired; and

(i) the number of awards that, in the opinion of the directors of the Group, will ultimately vest. This
opinion is formed based on the best available information at balance date. No adjustment is
made for the likelihood of market performance conditions being met as the effect of these
conditions is included in the determination of fair value at grant date.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised
as if the terms had not been medified. In addition, an expense is recognised for any increase in
the value of the transaction as a result of the modification, as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award, and designated as a replacement
award on the date that it is granted, the cancelled and new award are treated as if they were a
modification of the original award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the
computation of earnings per share.

Going concern basis

The financial report has been prepared on a going concern basis. As at the date of this financial
report, the directors conclude that the consolidated entity is a going concern and able to pay its
debts as they fall due and realise their assets in the ordinary course of business.

The Company is currently undertaking an exploration programme funded from existing cash
reserves. Additional new funding may be required at some time in the future to fund any extension
of exploration programme and company overheads. Accordingly, the future ability of the
consolidated entity to pay its debts as and when they fall due may be dependent on the injection
of additional financing.

3. SEGMENT INFORMATION

(i)

(i)

Business segment

The company operates in one business segment — Mining. The company considers the business
segment to be its primary segment.

Geographical segment

The company operates in one gecgraphical segment — Australia.
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Consolidated

3112/07 31/12/06
$ $
4. REVENUE, INCOME AND EXPENSES
(i}  Breakdown of finance revenue
Bank intergst received 60,060 249,591
Total finance revenue 60,060 249,591
() Other income
Net gain on sale of tenement - 25,000
Net gain on sale of consumables 80,545 -
Total other income 80,545 25,000
{iii} Exploration and development expenses
Amortisation of development costs {383,983) (8,722 527)
Amortisation of decommissioning asset - {100,000)
Exploration and development impairment (812,119) {8,466,397)
Total exploration and development expenses (1,196,102)  (17,288,924)
(iv} Administrative expenses
Salaries and employee benefits expenses
- Corporate* (536,052) (428,090)
- Operations™* (1,378,858) {1,138,600)
Consultants expense and management services (35,448) (525,922)
ASX fees and share register costs {61,047) (78,031)
Audit fees and tax compliance charges {105,800) (200,612)
Directors fees and company secretarial (164,743) {287,246)
Investor relations (62,885) {104,215)
Insurance {194,193) (328,688)
Depreciation expense (56,257) (22,657}
Total administrative expenses (2,595,283) (3,114,061)
{v) Other expenses
Travel and accommodation (101,893) (141,719)
Share based payments {855,051) (643,304)
Impairment of goodwill - (3,648,006)
Impairmeni of investment in subsidiary - -
Impairment of inter-company loan - -
Impairment of property, plant and equipment - (1,102,097)
Operating expenses {598,136) (734,927}
Total other expenses (1,555,080) (6,270,053)
{vi) Finance costs
Bank loans and overdralts (200,995) (222,396)
Interest expense {19,276) -
Amortisation of finance charges - (51,315)
Total finance costs (220,271} (273,711)
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5.

(vii) Curtailed operations

Details of curtailed operations

On 29 January 2007, the Board of Directors announced the suspension of Twin Hills mining and
milling operations, subsequent to an ASX announcement on 16 January 2007 announcing a
material downgrade in resources. The Company proposed further exploration of the 309 and Lone
Sister deposits and other prospective regional targets to delineate additional resources to justify a
treatment plant at the mine site. It was intended that the proposed exploration be funded from cash
generated from the sale of surplus mining assets and the gold treatment plant, be supplemented
with the issue of new equity capital. The Company had sought temporary accommodation from its
bankers while the recapitalisation was being undertaken. A Trading Halt in the Companies
securities had been put in place pending consideration of a temporary facility by the Company
branker. The bank subsequently declared that the loan facility was in default and exercised its right
to call the Company’s cash reserves.

As a conseqguence of the Company's banker withdrawing its support for the Company, Peter Geroft
and Peter McCluskey of Ferrier Hodgson were appointed Voluntary Administrator of the Company
and Twin Hills Operations Pty Limited on 30 January 2007,

Accessible economic ore was extracted and processed generating cash to partially fund the mine
and mill closures. The mine was decommissioned in March 2007 and the gold treatment plant was
subseqguently placed on care and maintenance. Surplus mining assets were sold for
$4.2m including the major items of mining equipment and the Rishton Treatment Plant for $3.5m

which was completed on & July 2007.

Financial performance of curtailed operations and assets held for sale

The results of the curtailed operation for the full year are presented below:

INCOME TAX
The major components of income tax expense for the year ended 31 December 2007 and 31 December
2006 are:
Consolidated
31/12/07 31/12/06
$ $

income statement
Current income tax
Current income tax charge - -
Tax losses from previous years now brought to account - -
Deferred income tax
Relating to origination and reversal of temporary differences - (4,184,132}
Tax effect of current year tax losses brought to account - -
Income expense reporting in income statement - (4,184,132}
Accounting profit before tax (9,138,977) (29,176,306)
At statutory income tax rate of 30 percent 2,741,693 8,752,892
Tax losses from previous years now brought to account - -
Exploration and development impairment {243,636) {1,763,069)
Share-based payments 256,515 643,304
Qther (84,332)
Other deferred tax assets and liabilities
Current year tax losses not brought to account (2,754,572) (7.633,127)
Derecognition of previously recognised tax losses - (4,099,800)
Total expense - (4,184,132)
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Consolidated

Balance sheet Income statement
2007 2006 2007 2006
Deferred income tax $000 $000 $000 $000

Deferred tax liabilities
Accelerated depreciation for tax purposes - - - =
Other (31,412) (157,960) 126,548 (84,332) |

i
(31,412) (157,960)

Deferred tax assets

Losses available for offset against

future tax income 31,412 157,960 {126,548) (4,099,800)
Other

31,412 157,960 = (4,184,132)

The Company has tax losses in Australia of $35,129,124 (2006: $25,947,216) that are available for offset |
against future profits of the company.

Tax consolidation

BMA Gold Limited and its 100 percent owned Australian resident subsidiaries have formed a tax
consolidated group with effect from 1 July 2003. BMA Geld Limited is the head entity of the tax
consolidated group. Members of the group have entered into a tax sharing arrangement in order to
allocate income tax expense to the wholly owned subsidiaries on a pro-rata basis. In addition the
agreement provides for the allocation of income tax liabilities between the entities should the head entity
default on its tax payment obligations. At the balance date, the possibility of default is remote.

Tax effect accounting by members of the tax consolidated group

Members of the tax consolidated group have entered into a tax funding agreement. The tax funding
agreement provides for the allocation of current taxes to members of the tax consolidated group in
accordance with their accounting profit for the period, while deferred taxes are allocated to members of
the tax consolidated group in accordance with the principles of AASB 112 ‘Income Taxes'. Allocations
under the tax funding agreement are made at the end of each gquarter. The allocation of taxes under the
tax funding agreement is recognised as an increase/decrease in the subsidiaries’ inter company
accounts with the tax consolidated group head company, BMA Gold Limited. Because under UIG 1052
‘Tax Consolidation Accounting’ the allocation of current taxes to tax consolidated group members on the
basis of accounting profits is not an acceptable method of allocation given the group’s circumstances,
the difference between the current tax amount that is allocated under the tax funding agreement and the
amount that is allocated under an acceptable method is recognised as a contribution/distribution of the
subsidiaries’ equity accounts. The group has applied the group allocation approach in determining the
appropriate amount of current taxes to allocate to members of the tax consolidated group.

6. DIVIDENDS PAID AND PROPOSED

During the financial year, no amount has been paid or declared by the economic entity by way of a
dividend. The balance of the Company's franking credit account at 31 December 2007 is nil (year ended
31 December 2006: nil}.
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Consolidated

3112/07 31/12/06
$ $

7. RECEIVABLES (CURRENT)

Trade debtors - 534,627
Allowance for impairment loss (b) - -

- 534,627

Other debtors
Fuel rebate receivable from ATO - 65,703
GST receivable 127,965 164,865
QOther - 19,143
127,965 249,711
127,965 784,338

{a} Fair value and credit risk

Due to the short term nature of these receivables, their carrying value is assumed to approximate
their fair value. The maximum exposure to credit risk is the fair value of receivables. Collateral is
not held as security, nor is it Group policy to transfer {on-sell) receivables to special purpose
entities.

(b) Allowance for impairment i0ss

No impairment loss has been recognised as no amounts are past due and are expected to be
collected in full when due.

{c} Ageing analysis

At 31 December, the ageing analysis of trade debtors is as foliows:

Consolidated

2007 2006
$ $
0-30 Days - 534,627

Consolidated

31/12/07 31/12/06
$ $
8. INVENTORIES
Stores and Stockpiles - 883,341
9. RECEIVABLES {(NON-CURRENT)
Security deposit 157,128 162,566
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Consolidated

31/12/07 31/12/06
$ $
10. OTHER FINANCIAL ASSETS

Investment in wholly owned subsidiaries - -
Provision for diminution - -

The parent entity holds shares in controlled entities as shown below.
Country of 31/12/07 31/12/06
Incorporation Percentage Percentage
Australian Silicon Operations Pty Limited Australia 100 100
Twin Hills Operations Pty Limited Australia 100 100

1.
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Consolidated

31/12/07 31/12/06
$ $
Prepayments
Prepaymenis 47,492 128,833
PROPERTY, PLANT AND EQUIPMENT
(i} Plant and equiprment
Plant and equipment at cost 104,504 5,814,260
Accumulated depreciation {47,490) {420,353)
Accumulated impairment - {1,102,097)
Net carrying amount 57,014 4,291,810
Reconciliation:
Net carrying amount at the beginning of the period 4,291,811 4,236,054
Additions 85327 1,546,685
Disposals {4,051,381) -
impairment* - (1,102,097)
Depreciation charge for the year (268,743) (388,832)
Net carrying amount at the end of the period 57,014 4,291,810
(i) Land and buildings
Land and buildings at cost 23,863 106,132
Accumulated depreciation {2,213) (9,041)
Net carrying amount 20,950 97,091
Reconciliation:
Net carrying amount at the beginning of the period 97,091 48,263
Additions - 56,420
Disposals (68,102) -
Depreciation charge for the year (8,039) (7,592)
Net carrying amount at the end of the period 20,950 97,091

* The decision 1o close the Twin Hills mine was identified by the Company as an indicator of impairment in the Company's
property, plant and equipment, The Company undertook arn impairment test and assessed the recoverable amourit of the
plant and equipment with reference 1o the expected sale proceeds less costs to sell. The difference between the carrying
amount and the expect sale price fess costs 10 seff was recorded as an impairment 1oss.




Consolidated

311207 31/12/06
$ $
(ifi)  Furniture and fittings

Furniture and Fittings at cost 123,945 263,683
Accumulated depreciation (63,924) (84,220)
Net carrying amount 60,021 179,463

Reconciliation:
Net carrying amount at the beginning of the period 179,463 220,894
Additions - 13,289
Disposals (78,571) -
Depreciation charge for the year {40,871} {54,720)
Net carrying amount at the end of the pericd 60,021 179,463

(iv) Mobile equipment

Mobile Equipment at cost - 3,774,342
Accumulated depreciation - (534,623}
Net carrying amount - 3,239,719

Reconciliation:
Net carrying amount at the beginning of the period 3,239,719 1,617,458
Additions 7,613 2,106,645
Disposals (3,051,394) -
Depreciation charge for the year {195,938} (484,384)
Net carrying amount at the end of the period - 3,239,719
Total property, plant and equipment 137,985 7,808,083

12. GOODWILL AND IMPAIRMENT TESTING

Goodwill was allocated in full against the Twin Hills Operation cash generating unit. The recoverable
amount of the cash generating unit to which the goodwill related was assessed based on fair value less
costs to sell and found to be less than the carrying value of the assets in the cash generating unit. As a
result, it was decided to write off the full amount of goodwill at 31 December 2006.

Consolidated

3112/07 31/12/06

$ $

At cost 3,648,006 3,648,006
Impairment (3,648,006) (3,648.0086)
Net carrying ameount at the beginning of the period - 3,648,006
Impairment - {3.648,0086)
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13.

14.
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Consolidated

31A12/07 31/12/06
$ $

DEFERRED EXPLORATION, EVALUATION
AND DEVELOPMENT COSTS
Twin Hills Project — at cost 1,500,000 2,083,983
Reconciliation
Carrying amount at the beginning of the pericd 2,083,983 13,508,602
Expenditure incurred in the period 812,119 5,864,305
Amortisation of development costs {383,983) (8,722,527)
Amortisation of decommissioning asset - {100,000)
Elimination of decommissioing asset {200,000) -
Exploration and development impairment” {812,119) (8,466,397)
Carrying amount at end of periocd 1,500,000 2,083,983

* Deferred development expenditure was reviewed at balance date to ascertain whether the carrying amount was likely to lead to
a future benefit. With the closure of the Twin Hills mine, an impairment loss was recognised toreduce the carrying amount of
development costs to recoverable value. This has been recognised in the incomestatement in the line ‘Exploration and
development expenses’.

The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent
on the successful development and commercial exploration or sale of the respective areas of interest.

Consolidated

3112/07 31/12/06
$ $

TRADE AND OTHER PAYABLES

Trade payables 238,671 3,667,373
Payable to controlled entity - _

238,671 3.667,373

Trade creditors and accruals are non-interest bearing and generally settled on 30-day terms. All
pavables are unsecured and are payable in Australian dollars. For terms and conditions relating to
related party payables refer to note 22.

Fair value and impairment

Due to the short term nature of these payables, their carrying value is assumed to approximate their fair
value.




15.

16.

Rehabilitation Annual Leave Royalty Total

$ $ $ $
PROVISIONS
Consolidated
At 1 January 2007 351,315 446,487 179,958 977,760
Arisen during the year 16,535 36,099 199,145 251,779
Utilised (201,000) {465,000) {379,103) {1,045,103)
At 31 December 2007 166,850 17,586 - 184,436
Current 2007 - 17,586 - 17,586
Non-current 2007 166,850 - — 166,850
At 31 December 2007 166,850 17,586 - 184,436
Current 2006 - 446,487 179,958 626,445
Non-current 2006 351,315 - - 351,315
At 31 December 2006 351,315 446,487 179,958 977,760

Restoration costs are expected when exploration, evaluation and development activities give rise to the
need for restoration. The costs include obligations relating o reclamation, waste site closure, plant
closure and other costs associated with the restoration of the site. These estimates of the restoration
obligations are based on current technology and legal requirements and future costs. Any changes in
the estimates are adjusted on a prospective basis. In determining the restoration obligations, the entity
has assumed no significant changes will occur in the relevant Federal and State legislation in relation to
restoration of such mines in the future.

Royalties relate to the Indigenous Land Use Agreement (ILUA) and Plutonic Operations, which are
discussed further in Note 19.

Consolidated

31/12/07 31/12/06
$ $

INTEREST BEARING LOANS AND BORROWINGS
Bank Loan — Cash Advance Facility - 4,200,000
Issue costs - (132,353)
- 4,067,647

Secured bank loan

The loan had been drawn down under an $8 million cash advance facility and was secured by a fixed
and floating charge over Group assets.

A material downgrade in resources in January 2007 triggered an event of default on the facility and the
bank subsequently exercised its right to demand immediate repayment. Repayment was made in full
during the period using cash reserves supplemented with funds from asset sales.

The interest periods on advances were nominated by the Company at the time of drawing the funds and
rmust have been for pericds of 30, 60, 90 or 180 days. Interest in arrears on the advance were be paid
on the interest payment date at the end of each interest period. The loan was repayable in full by
31 March 2008. The terms of the lean included a provision that the lender may demand immediate
repayment of the loan in the event of a materially adverse change to the Company's financial position.

Fair value

Due to the circumstances of the loan default, the carrying value is assumed o approximate the fair
value,
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Consolidated

31/12/07 31/12/06
$ $
17. CONTRIBUTED EQUITY
(i) lssued and paid-up capital
Ordinary shares fully paid 46,448 813 43,044 734
Consolidated
Shares $
(i) Movement in ordinary shares on issue
At 1 January 2006 197,156,850 30,608,632
Issued on 17 February 2006 for cash on exercise of share options 250,000 50,000
Issued on 22 February 2006 for cash under a share placement 29,500,000 8,260,000
Issued on 27 February 2006 for cash on exercise of share options 250,000 50,000
Issued on 27 March 2006 for cash under a share purchase plan 15,841,614 4,430,652
Issued on 19 April 2006 for cash on exercise of share options 250,000 48,667
Issued on 23 November 2006 for CBA loan establishment fee 625,000 150,000
Transaction costs on share issue - {553,117)
At 31 December 2006 243,873,464 43,044,734
Cancellation on 27 July 2007 of restricted s/holdings* (25,000,000) -
Issued on 3 December 2007 for cash under a rights issue 218,873,464 4,001,608
Transaction costs on share issue - (598,870)
lssued on 5 December 2007 for cash on exercise of share options 3,720 93
Issued on 13 December 2007 for cash on exercise of share options 11,194 280
Issued on 18 December 2007 for cash on exercise of share options 9,000 225
Issued on 21 December 2007 for cash on exercise of share options 4,002 100
Issued on 27 December 2007 for cash on exercise of share options 25,715 643
At 31 December 2007 437,800,559 46,448,813
* On 27 July 2007 25 million shares that were subject to an escrow agreement were cancelled for zero consideration.
(ifi}  Terms and conditions of coniributed equity
Ordinary fully paid shares have the right to receive dividends as declared and, in the event of
winding up the Company, to participate in the proceeds from the sale of all surplus assets in
proportion to the number of and amounts paid up on shares held. Ordinary fully paid shares entitle
their holder to one vote, either in person or by proxy, at a meeting of the Company.
Consolidated
31/12/07 31/12/06
$ $
(iv) Accumulated Losses
Balance at beginning of period — losses 37,226,216 3,865,778
Net loss for the year 9,138,977 33,360,438
Balance at end of period - losses 46,365,193 37,226,216
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18.

19.

{v)

(vi)

{vif)

Unlisted share options

At balance date there were 6,000,000 {2006: 13,100,000) unlisted opticns which entitles the option
holder, subject to the terms and conditions of the opticns, one ordinary fully paid share for each
option held.

Details are listed in note 20.

Listed share options

At balance date there were 131,270,447 (2006: nil) listed options outstanding which entitles the
option holder, subject to the terms and conditions of the options, cne ordinary fully paid share for
each option held.

The exercise price is 2.5 cents, with no vesting period and they expire after five years on
12 October 2012,

Capital management

When managing capital, management's objective is to ensure the entity continues as a going
concern and maintain a capital structure that ensures the lowest cost of capital available to the
entity. As the market is constantly changing, management may change the amount of dividends to
be paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce
debt. The group is not subject to any externally imposed capital requirements. Capital is monitored
through the gearing ratio (net debt/total capital). The gearing ratios are as follows:

Consolidated

31/12/07 31/12/06
$ $
Total Borrowings™ 238,671 7,735,020
Less cash and equivalents (1,787.879) (3,606,598)
Net debt (1,549,208) 4,128,422
Total equity 3,335,342 6,744,962
Total capital 1,786,134 10,873,384
Gearing ratio (B7%) 38%
" Includes interest bearing loans and trade and other payabies.
AUDITORS’ REMUNERATION
Amounts received or due and receivable by Emnst & Young for.
An audit or review of the financial report of the entity or any other entity
in the consolidated group 60,489 145,002
Other services in relation to the entity or any other entity in the
consolidated group
— Tax compliance services 10,000 55,610
- Investigating accountants’ report 37,000 -
107,489 200,612

COMMITMENTS AND CONTINGENCIES

{{) Mining and exploration tenements

In order to maintain rights of tenure on mining and exploration tenements, the Company and the
consolidated entity are reguired to outlay certain annual expenditures. The expenditure
commitment is estimated at $250,000 (2006: $265,000). The expenditure commitments for the
Queensland gold tenements have satisfied the expenditure requirements. With the other
tenements, the Company intends to either farm out, sell or relinquish the tenements. All
commitments relate to the next 12 menths.
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{ii) Termination agreements

The economic entity has contingent liabilities in respect of termination benefits which may arise
pursuant to service agreements entered into with executives and employees who take part in the
management of the economic entity. The maximum amount of the contingent liability is dependent
upon the circumstances in which the employment is terminated. Accordingly no provision has been
made in the accounts as no executive has been terminated. For details of Executive employee
contracts refer to Note 21.

(iii} Superannuation plans

The Company contributes to staff superannuation plans at the rate as required by the
Superannuation Guarantee Legislation of 9 percent. These contributions are legally enforceable
only where payable in terms of a ratified award obligation or under the Superannuation Guarantee
Legislation.

(iv) Indigenous land use agreement termination agreements (ILUA)

By an agreement dated 24 May 2003 between Colin McLennan, James Gaston, Paul Butterworth,
Thomas Brown, Tyrone Tiers, Dorothy Hustler and Marie McLennan (Native Title Parties) and the
Company, the Native Title Parties have agreed to allow the grant of Mining Lease 70316 over and
exploration and mining for gold and silver on EPM 8693 and EPM 4459 and part of EPMA 12012
The Company has obligations to inform its workers of the interests of the Jangga people in the area
the subject of the tenements, to provide work opportunities to the Jangga people, 1o report
activities to the Jangga people, to respect various sites and to pay financial consideration to the
Jangga people. The financial consideration comprises:

(@) payment of $100,000 on the registration of the ILUA with the National Native Title Tribunal under
the Native Title Act 1993 (Cth), which payment represents an advance payment of the
payments referred to in paragraph (b) below;

(b) the payment of a minimum annual payment of $100,000 (paid quarterly} on the
commencement of and thereafter during mining operations;

{c) the payment of an additional amount above $100,000 when the payment of royalties to the
State of Queensland exceeds the minimum threshold;

(d) payment of a per diem amount where Twin Hills consults with representatives of the Jangga
people; and

(e) the provision of an annual bursary once treatment operations have commenced.
Each of the above amounts is to be adjusted for inflation.

Pursuant to its terms, the ILUA associated payments were suspended upon the cessation of mining
activities effective 1 April 2007, but may be reactivated if mining were to recommence.

(v) Plutonic operations limited

Twin Hills Operations Pty Limited has granted Plutonic Operations Limited a call option to acquire
a 68 percent interest in any gold deposit other than Lone Sister or the 309 Deposit, containing a
Mineral Resource of greater than 1 million ounces of gold {classified and reported in accordance
with the JORC Code), discovered within the Twin Hills mining tenements for the consideration of
250 percent of amounts directly spent on exploration. The terms of the purchase entitles Fiutonic
Operations Limited to receive a royalty at the rate of 2.5 percent of all fine gold produced from the
tenement.

20. SHARE-BASED PAYMENT PLANS

Share options have been granted as an incentive component in the remuneration arrangements for
senior executives and managers. The contractual life of each option granted is 3 to 5 years and the
market price of the options is set at the market price of the shares at the grant date. There are no cash
settlement alternatives.

164



21.

Share Options on issue to key management personnel and employees at 31 December 2007 are as
follows:

Balance Granted Balance Exercisable

Expiry Exercise start of during Expired/ end of at end of

Grant date date price year the year forfeited year year
7 Jun 04 7 Jun 07 $0.2000 500,000 - 500,000 - -
17 Sep 04 17 Sep 07 $0.2000 1,250,000 — 1,250,000 - -
14 Jan 05 14 Jan 08 $0.3315 250,000 - - 250,000 250,000
18 Aug 05 18 Aug 08 $0.2540 600,000 - 600,000 - -
12 Jan 06 31 Dec 11 $0.3320 600,000 - - 600,000 600,000
7 Jun 08 26 May 09 $0.3450 3,300,000 - 3,100,000 200,000 200,000
7 Jun 06 26 May 09 $0.2930 100,000 - - 100,000 100,000
3 Oct 06 3 Oct 11 $0.3050 2,500,000 - - 2,500,000 1,250,000
3 Oct 06 3 0ct 12 ¥ 2,600,000 - - 2,500,000 -
23 Nov 06 23 Nov 11 $0.2700 1,000,000 - 1,000,000 - -
23 Nov 06 23 Nov 11 $0.2800 400,000 - 400,000 - -
20 Dec 06 20 Dec 11 $0.2600 100,000 - - 100,000 50,000
13,100,000 - 6,850,000 6,250,000 2,450,000

Notes:

1. No oplions were exercised during the period.

2. The option entitles the holder to one ordinary share per option, subject to valid exercise by the expiry date.
3. \Various time based vesting conditions apply to the options ranging from 12 months to 2 years.
4

The exercise price of options marked ** was 1o be determined based on a market share price over the last 5 trading days of
June 2007. No trading occurred therefore no exercise price was determined. These options are to be cancelled subject o
shareholder approval of a new options package at a meeting in March 2008.

The fair value of the options issued is measured at the grant date using the Black-Scholes option pricing
model taking into account the terms and conditions on which the options were granted. The expected
volatility rate used in calculating the option values was between 68 and 104 percent in 2006 (2006: 68%
and 104%). The risk free rate used in calculating the option values ranged from 5.0 and 5.9 percent in
both 2006 & 2007. The valuation is recognised in the income statement over the expected vesting
periods as share based payments expense and is disclosed at Note 4(v).

KEY MANAGEMENT PERSONNEL DISCLOSURES

This report presents the remuneration arrangements in place for key management personne! of BMA
Gold Limited.

Remuneration philosophy

The performance of the company depends upon the calibre of its directors and executives. The
following principles are included in its remuneration framework to ensure maximum stakeholder benefits:

* Provide competitive remuneration package to attract and retain high calibre executives;

» Have portion of executive remuneration ‘at risk’, dependent upon meeting pre-determined service
periods and performance benchmarks;

» Reassess the appropriateness of the nature and amount of executive emoluments periodically by
reference to relevant employment market conditions.

Remuneration Commitiee

The Board of Directors is responsible for determining and reviewing compensation arrangements for the
executive team.

Key management personnel remuneration

The Company is committed to remunerating its key personnel in a manner that is market competitive and
consistent with best practice as well as supporting the interests of shareholders. The Company is not yet
of a size that can provide the career and development opportunities that are available in larger resource
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companies yet it must attract particularly able people. The key mechanisms for this are performance
bonuses and option plan participation. Consequently, under the remuneration policy, the remuneration
of staff may be comprised of the following:

» fixed salary that is determined from a review of the market and reflects core performance
requiremenis and expectations;

e a performance bonus designed to reward actual achievement by the individual of performance
objectives and for materially improved Company performance;

¢ participation in the employee option scheme as approved by shareholders; and
¢ statutory superannuation.

By remunerating through performance and long-term incentive plans in addition to their fixed
remuneration, the Company aims to align the interests of staff with those of shareholders and increase
Company performance. Refer to below for the details of the amount of remuneration, including both
monetary and non-monetary components, for each of the five highest-paid key management personnel
during the year (discounting accumulated entitlements).

Equity transactions

All equity transactions with key management personnel other than those arising from the exercise of
remuneration options have been entered into under terms and conditions no more than those the Group
would have adopted if dealing at arm’s length.

Employment contracts
Chief Executive Officer
The chief executive officer, Mr Wheatley, is employed ¢n a contract which commenced on 10 July 2006,

* Mr Wheatley is entitled to a fixed remuneration of $382,000 per annum, although he has agreed to be
paid for the time being at the rate of $200,000 per annum, subject to shareholder approval of a new
options package, while preserving the rights of his service contract.

* Mr Wheatley may resign from his position and thus terminate the contract by giving three months'
notice. The Company has the right to make a cash payment equivalent to nine months’ salary in fieu
of this notice,

* The Company may terminate the contract by providing three months’ nctice. Upon termination all
unvested options vest immediately and the Company will make a payment of the greater of 12 months
base salary, or three months' base salary with an additional two weeks’ base salary for every year of
service,

¢ The Company may terminate without notice if serious misconduct has occurred.




Table 1: Key Management Personnel remuneration for the year ended 31 December 2007

Share
Post based
Short Term  Employment payments
Salary Percentage Percentage
and/or Cash Equity performance remuneration
Fees Bonus Super Options Total related as options
W M OKeefte 2007 - - - - - - -
Non-Executive 2006 40,000 - 3,600 - 43,600 - -
Chairman
M K Wheatley 2007 247,980 - 12,686 442,053 702,719 - 63
Managing Director 2006 176,778 - 6,608 118,863 302,249 - 39
and CEO
K J Winters 2007 164,743 - - - 164,743 - -
Executive Director 2006 212,526 - - - 212,526 - -
Finance/Company
Secretary
R E Besley 2007 - - - - - - -
Resigned 2006 40,000 - 3,600 - 43,600 - -
22 August 2007
J A Wall 2007 - - - - - - -
Resigned 2006 297,500 - 1,575 - 299,075 - -
22 August 2007
P D Ingham** 2007 218,691 - 3416 - 222107 - -
2006 86,244 - 22,727 22,252 131,223 - 17

* Share-based payments do not represent a cash cost to the company.

= Mr ingham commenced employment on 31 July 2006 and was retrenched on 8 April 2007. Salary payments to Mr ingham also
include a termination payment of $133,657.

Table 2: Shareholdings of key management personnel

Balance Granted Balance
1 Jan as part of Exercise  Net change 31 Dec
2007 remuneration of Options other* 2007
W M O'Keeffe 9,203,922 - - {2,600,000) 6,603,922
M K Wheatley 200,000 - - 200,000 400,000
K J Winters 770,011 - - 770,011 1,540,022
P D Ingham - - - - -

Table 3: Option holdings of key management personnel

Vested at 31 Dec 07
Balance Granted Balance

1 Jan as part of Net change 31 Dec Not
2007 remuneration Exercised other* 2007 Exercisable Exercisable
W M O'Keeffe - - - 1981177 1,981,177 1,981,177 -
M K Wheatley 5,000,000 - - 120,000 5,120,000 1,370,000 3,750,000
K J Winters 500,000 - - (32,993) 462,007 462,007 -
P D Ingham 1,000,000 - - (1,000,000) - - -

" Includes forfeitures and issues granted as part of 2007 Rights Issue.

For details on the valuation of the options, including models and assumptions used, please refer to
note 20. There were no alterations to the terms and conditions of options granted as remuneration since
their grant date. The elements of emoluments have been determined on the basis of the cost to the
Company. Key management personnel are those directly accountable and responsible for the
operational management and strategic direction of the Company. Emoluments of key management
persannel (other than options} are not related to the performance of the Company.
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22. RELATED PARTY DISCLOSURES

Transactions between related parties are on normal commercial terms and conditions no more
favourable than those available to other parties unless otherwise stated.

23.

24,

25.
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Related parties of BMA Gold Limited fall into the following categories:

()

(i}

(iii)

Directors and specified executives

Rent and computer services of $204,234 (2006:$475,285) were provided by CBH resources, of
which R E Besley and J A Wall are both directors. Rates were based on arms length transactions.
Other disclosures relating to Directors and specified executives are set out in Note 21.

Ultimate parent
BMA Gold Limited is the ultimate parent entity.
Wholly-owned group

The wholly-owned group consists of BMA Gold Limited, the ultimate parent entity, and those wholly
owned controlled entities as set out in Note 10. The ¢onsolidated financial statements include the
financial statements of BMA Gold Limited and the subsidiaries set out in Note 10. BMA Gold
Limited has provided interest free loans to Twin Hills Operations Pty Ltd of $37,370,697 (2006:
$37,912,352).

Consolidated

31/12/2007 31/12/2006

LOSS PER SHARE

()

(ii)

Basic and diluted loss per share (cents) (3.66) {15.90)
2007 2006
Number Number

Weighted average number of fully paid ordinary shares on issue
during the year used in the calculation of basic and diluted
loss per share 249911,861 209,925,935

Profit attributable to members of the parent (9,138,977) (33,360,438)

Information on the classification of securities

Options granted to directors, employees and shareholders as described in note 20 are considered
to be potential ordinary shares and have been excluded in the determination of diluted earnings
per share because they are anti-dilutive for each of the periods presented.

EVENTS SUBSEQUENT TO BALANCE DATE

On 4 February 2008, the Directors of the Company issued a notice of Extraordinary General Meeting
proposing resolutions for shareholders to approve the grant of 27.5 million 5 cent options to Directors with
the meeting to be held on 12 March 2008. Further information is available from the Company's website.

Consolidated

3112/07 31/12/06
$ $
CASH AND CASH EQUIVALENTS
{i) Reconciliation of cash
For the purpose of the cash flow statement, cash and
cash equivalents are comprised of the following:
Cash at bank and in hand** 67,452 1,009,157
Short-term deposits 1,720,427 2,507,441

1,787,879 3,606,598




Consolidated

Notes 3112/07 31/12/06
$ $
(ii) Reconciliation of net cash outflows from operating

activities to operating loss after income tax
Operating loss from ordinary activities after income tax {9,138,977) (33,360,438)
Non Cash Flows in profit from ordinary activities
Exploration expenditure written off 13 812,119 8,466,397
Depreciation and impairment 513,51 2,037,624
Goodwill impairment - 3,648,006
Amortisation of decommissioning asset 13 - 100,000
Amortisation of development expenditure 13 383,983 8,722,527
Share based payments expense 855,051 643,304
Equity issued in consideration of loan establishment fee - 150,000
Impairment of investment in subsidiary - -
Provision for inter-company loan - -
Change in operating assets and liabilities:
(Increase)/Decrease in receivables 661,811 (507,693)
(ncrease)/Decrease in inventories 883,341 (517,929)
{Increase)/Decrease in prepayments and other assets {36,122) 232,569
(Increase)/Decrease in deferred tax assets 126,548 4,099,800
increase/{Decrease) in trade creditors and payables (3,428,702) 553,283
Increase/{Decrease) in provisions (608,859) 490,335
Net cash outflows from operating activities {8,976,216) (5,242,215)

* At balance date there was no financing facilities.
= At the end of the period, $53,422 of cash was under the control of the voluntary administrator.

26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments are comprised of short-term deposits. The main purpose of
these financial instruments is to invest surplus funds for the Group's operations. The Group has various
other financial assets and liabilities such as trade receivables and trade payables, which arise directly
from its operations, and in the prior year a secured bank loan.

The Group has a Treasury Palicy in place to manage the Group's financial exposures to commodity
prices, foreign currency exchange and interest rates.

No derivative transactions have been entered into. It is, and has been throughout the period under
review, the Group's policy that no trading in financial instruments shall be undertaken. The main risks
arising from the Group's financial instruments are cash flow interest rate risk, foreign currency risk,
commedity price risk, credit risk and liquidity risk. The Board reviews and agrees policies for managing
each of these risks and they are summarised below.

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognised, in respect of
each class of financial asset, financial liability and equity instrument are disclosed in note 2 to the
financial statements.

Risk exposure and responses
Interest rate risk

The Group's exposure to market interest rates relates primarily to the Group's short term deposits, and
in the prior year, a secured bank loan. These are disclosed in notes 25 and 16 respectively.
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At balance date, the Group had the following mix of financial assets and liabilities exposed to interest
rate risk:

Consolidated

311207 31/12/06
$ $
Financial assets
Cash and cash equivalents 1,787,879 3,606,598
Financial liabilities
Secured bank loan - (4,067,647)
- {4,067,647)
Net Exposure 1,787,879 (461,048)

The Group constantly analyses its interest rate exposure. Within this analysis consideration is given to
potential renewals of existing positions, alternatives and the mix of fixed and variable interest rates.

The following sensitivity analysis is based on interest rate risk exposure in existence at the balance sheet
date:

At 31 December 2007, if interest rates had moved, as illustrated in the table below, with all other
variables held constant, post tax profit and equity would have been affected as follows:

Post-Tax profit
Higher/(Lower)

2007 2006
$ $

Consolidated
+1% {100 basis poinis) 12,515 25,246
—-5% (50 basis points) {6,258) (12,623)

The movements in profit are due to higher/lower interest costs from cash balances. Financial labilities
reported at 31 December 2006 were fixed-rate, and therefore were not exposed to interest rate
fluctuations. The sensitivity was lower in 2007 than in 2006 due to the decrease in cash and cash
equivalents held.

Foreign currency risk

The Group has no financial assets or tiabilities in currency other than Australian Dollars, thus the
Company’s exposure to foreign currency risk is minimal. The Company had transactional exposures
during its operations. Such exposures arose from sales andfor purchases in currencies other than
functional currencies. It is the Group policy that permits hedging of up to 95% of inventery and up to
80% of 6 months forward exposure.

The foreign currency risk on financial assets and liabilities for the Company is immaterial in terms of an
impact on profit and loss, and as such & sensitivity analysis has not been completed.

Commadity price risk

The Group has exposure to the gold price where hedge and/for derivative positions are undertaken. The
Group policy permits hedging up t¢ 95% of inventory and up to 80% of 6 months forward exposure. At
the end of the period, there were no financial assets or liabilities subject to movement in commodity
prices, and as such a sensitivity analysis has not been performed.

Credit risk
The Group trades only with recognised, creditworthy third parties.

It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are monitored on an ongoing basis with the
result that the Group’s exposure to bad debts is not significant.




For transactions that are not denominated in the functional currency of the relevant operating unit, the
Group does not offer credit terms without approval of authorised officers. The Group's exposure to credit
risk arises from default of the counter party, with a maximum exposure equal to the carrying amount of
these instruments. Since the Group trades only with recognised third parties there is no requirement for
collateral and the Company does not hold any credit derivatives to offset its credit exposure. Refer to
note 7 for further discussion around trade debtors.

Liquidity risk

The Group’s objective is to maintain liquidity from investing surplus funds in short term bank deposits.
At balance date there were no financial liabilities and therefore no significant liquidity risk exists, however
at prior year end, the Company held a secured bank loan.

The table below reflects all contractual pay-offs for settlernent of financial liabilities.

The remaining contractual maturities of the Group’'s and parent entity’s financial liabilities for
comparative purposes are:

Consolidated

3t12/07 31/12/06
$ $
6 months or less - {4,067,647)

The risk implied from the values shown in the table below, reflects a balanced view of cash inflows and
outflows. Trade payables mainly originate from the financing of cur ongoing operations and receivables
mainly originate from the investment in working capital, being the Group's right to recover GST paid from
the taxation authority.

Maturity analysis of financial assets and liability based on management’s expectation:

Year ended
31 December 2007
<6
months Total
$ $
Consolidated
Financial assets
- Short-term deposit 1,720,427 1,720,427
- Cash 67,452 67,452
— Trade and other receivables 127,965 127,965

1,915,844 1,915,844

Financial liabilities
Interest bearing loans - -
Trade and other payables 238,671 238,671

238,671 238,671
Net maturity 1,677,173 1,677,173

At balance date there were no financing facilities available.
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27. RETAINED EARNINGS AND RESERVES
()  Movemments in retained earnings

Refer to the Statement of changes in equity and accompanying note 17 for details of movement in
retained earnings.

Consolidated

31112/07 31/12/06
s $

(i} Unlisted options reserve
Balance 1 January 926,442 283,138
Share based payments 855,051 643,304
Balance 31 December 1,781,493 926,442

{(iii)  Listed options reserve

Balance 1 January - -
Issue of options 1,470,829 -
Exercise of options {600) -
Balance 31 December 1,470,229 -

{('v) Nature and purpose of reserves
Unlisted options reserve:

The unlisted options reserve is used to record the value of share based payments provided to
employees and consultants, as part of the remuneration for their services.

Listed options reserve:
The listed options reserve is used to record the value of options issued to parties through the
raising of capital.

Directors’ declaration

In accordance with & resolution of the directors of BMA Gold Limited, | staie that:

In the opinion of directors:

(a) the financial statements and notes of the company and of the consolidated entity are in accordance
with the Corporations Act 2001, including:

(i} give a true and fair view of the company's consolidated financial position as at 31 December
2006 and the performance for the year ended on that date; and

(i) comply with Accounting Standards and the Corporations Regulation 2001; and

{b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable.

This declaration has been made after receiving the declarations required to be made to the Directors in
accordance with sections 295A of the Corporations Act 2001 for the financial period ended
31 December 2007.

On behalf of the Board

M K Wheatley
Managing Director and Chief Executive Officer

Dated: 11 March 2008
Sydney, NSW
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Independent audit report to members of BMA Gold Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in equity,
cash flow statement, accompanying notes to the financial statements, and the directors’ declaration

for BMA Gold Limited (the company) and the consolidated entity, for the year ended 31 December
2006. The consolidated entity comprises both the company and the entities it controlled during that
year.

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company and the consolidated entity, and
that complies with Accounting Standards in Australia, in accordance with the Corporations Act
2001. This includes responsibility for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion to the
members of the company. Our audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to whether the financial report is free of
material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations of internal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s and the consolidated entity’s financial
position, and of their performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report; and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting

when determining the nature and extent of our procedures, our audit was not designed to provide
assurance on internal controls.
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We performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial report. These and our other procedures did not include consideration or

judgement of the appropriateness or reasonableness of the business plans or strategies adopted by
the directors and management of the company.

Independence

We are independent of the company and the consolidated entity and have met the independence
requirements of Australian professional ethical pronouncements and the Corporations Act 2001. We
have given to the directors of the company a written Auditor’s Independence Declaration, a copy of
which is included in the Directors’ Report. In addition to our audit of the financial report, we were
engaged to undertake the services disclosed in the notes to the financial statements. The provision
of these services has not impaired our independence.

Audit opinion
In our opinion:

the financial report of BMA Gold Limited is in accordance with:
(a) the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of BMA Goid Limited and the
consolidated entity at 31 December 2006 and of their performance for the year ended
on that date; and

(i)  complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

(b) other mandatory financial reporting requirements in Australia.

Inherent Uncertainty Regarding Going Concern

Without qualification to the opinion expressed above, attention is drawn to the following matter.

As a result of the matters disclosed in Note 2 (z) Going Concern Basis, there is significant
uncertainty whether BMA Gold Limited will be able to continue as a going concern and therefore
whether it will be able to pay its debts as and when they fall due and realise its assets and extinguish
its liabilities in the normal course of business at the amounts stated in the financial report. The
financial report does not include any adjustments relating to the recoverability or classification of
recorded amounts, or to the amounts or classification of liabilities that might be necessary should
the Company not be able to continue as a going concern.

Lot <fforg

Emst & Young

e

Paul Flynn
Partner

Sydney

10 August 2007
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Independent audit report to members of BMA Gold Limited

We have audited the accompanying financial report of BMA Gold Limited, which comprises the balance sheet as

at 31 December 2007, and the income statement, statement of changes in equity and cash flow statement for the
year ended on that date, a summary of significant accounting policies, other explanatory notes and the directors’

declaration of the consolidated entity comprising the company and the entities it controlled at the year’s end or

from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with the Australian Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Act 2001. This responsibility includes establishing and maintaining internal controls relevant
to the preparation and fair presentation of the financial report that is free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant
ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance
whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on our judgment, including the assessment of the risks of
material misstatement of the financial report, whether due to fraud or error. In making those risk assessments,
we consider internal controls relevant to the entity’s preparation and fair presentation of the financial report in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal controls. An audit also includes evaluating the appropri-
ateness of accounting policies used and the reasonableness of accounting estirnates made by the directors, as well
as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Independence

In conducting our audit we have met the independence requirements of the Corporations Act 2001. We have given
to the directors of the company a written Auditor’s Independence Declaration, a copy of which is included in the

directors’ report. In addition to our audit of the financial report, we were engaged to undertake the services disclosed

in the notes to the financial statements. The provision of these services has not impaired our independence.

175




Auditor’s Opinion
In our opinion the financial report of BMA Gold Limited is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the financial position of BMA Gold Limited and the consolidated entity at 31
December 2607 and of their performance for the year ended on that date; and

{ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Regulations 2001.

Uncertainty Regarding Continuation as a Going Concern

Without qualifying our opinion, we draw attention to the following matter. As a result of the matters disclosed
in Note 2 (z) Going Concern Basis, there is significant uncertainty whether the Company and the consolidated
entity will be able to continue as going concerns, and therefore whether they will be able to realise their assets
and extinguish their liabilities in the normal course of business at the amounts stated in the financial report.
The financiat report does not include any adjustments relating to the recoverability or classification of recorded
amounts, or to the amounts or classification of liabilities that might be necessary should the Company andfor
the consolidated entity not be able to continue as going concerns.

Eosln oy

Ernst & Young

Paul Flynn
Pariner
11 March 2008
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OTHER ASX INFORMATION
AS AT 15 FEBRUARY 2008

1.

ORDINARY SHARES

Pursuant to the Listing Requirements of the Australian Stock Exchange Limited, the shareholder
information set out below was applicable as at 15 February 2008.

{i)y Distribution of Shareholders

Analysis of number of shareholders by size and holding:

Category of Shareholding Fully paid ordinary shares Options
1-1000 31,515 9,231
1,001 - 5,000 1,541,408 858,961
5,001 - 10,000 4,483,618 1,692,591
10,001 - 100,000 95,357,288 24,786,583
100,000 — and over 336,389,734 104,420,362

437,803,563 131,267,648

{ii) Top Twenty Shareholders
The twenty largest holders of ordinary fully paid shares are listed below:

NAME NUMBER %
1. Citicorp Nominees Pty Limited (Cfs W/Sale Gbl Res Fund A/C) 25,957 553 5029
2. Anz Nominees Limited (Cash Income A/C) 14,596,809 3.334
3. Spantech Consultancy Pty Ltd {Spantech Super Fund A/C) 10,000,000 2.284
4. Citicorp Nominees Pty Limited 9,367,284 2.140
5. lrrewarra lnvestments Pty Ltd (Strategic 1 A/C) 7,650,000 1.747
6. Mr William Michael O’keeffe 6,603,922 1.508
7. National Nominees Limited 6,553,099 1.497
8. | C Underground Pty Limited {(Zamel Group A/C) 5,400,000 1.233
9. Redland Plains Pty Ltd (Majestic [nvestment Fund A/C) 5,200,000 1.188

10. Holland Family Company Pty Limited 3,600,000 0.822

11. Mr Geoffrey Knight Morgan {G&M Morgan Investment A/C) 3,400,000 0.777

12. Dr Wilhem Scheer 2,719,394 0.621

13. Pannin Pty Ltd (The Selok Family A/C) 2,525,875 0.577

14. Mr Marcus Dawe & Mr Adam Dawe (Twin Palms Super Fund) 2,138,800 0.489

i5. Mr Malcolm Block & Mrs Sally Block (Family Account) 2,000,000 0.457

16. Mr John Apostolakis 2,000,000 0.457

17. Shanray Pty Ltd 2,000,000 0.457

18. Jemer Pty Ltd (Sterling Agencie P/L S/F A/C) 1,999,788 0.457

19. Holland Trading Pty Ltd 1,896,000 0.433

20. Mr Malcolm Robert Block & Mrs Sally Louise Block

(M & S Block Family A/C}) 1,839,636 0.420

Total 117,448,160 26.827

Remainder 320,355,403 73.173

Grand Total 437,803,563 100.000

(iii} Substantial Shareholders
An extract of the Company's Register of Substantial Shareholders is set out below:

Name Number %
Citicorp Nominees Pty Limited <CFS W/Sale GBL> 25,957,553 5.829
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(iv) Voting Rights
All ordinary fully paid shares carry one vote per share without restriction. Share opticns do not carry
a right to vote.

(v) Escrowed Securities

A total of 25,000,000 ordinary shares issued as a part of the consideration for the Twin Hills
Operations Pty Limited were the subject of voluntary escrow agreements. These escrow shares
were subject to cancellation if certain hurdles relating to Commencement of Mining were not met
by 9 May 2007. At an Extraordinary Meeting of shareholders on 27 July 2007, a resolution was

178

approved to cancel the escrowed securities for zero consideration.

2. SHARE OPTIONS
Options issued, exercised and forfeited during the year as follows:
Balance Granted Balance
Grant date Expiry Exercise start of during Expired/ end of
date price year the year Exercised forfeited year
7 Jun 04 7 Jun 07 $0.2000 500,000 - - 500,000 -
17 Sep 04 17 Sep 07, $0.2000 1,250,000 - - 1,250,000 -
14 Jan 05 14 Jan 08 $0.3315 250,000 - - - 250,000
18 Aug 05 18 Aug 08 $0.2540 600,000 - — 600,000 -
12 Jan 06 31 Dec 11 $0.3320 600,000 - - - 600,000
7 Jun 06 26 May 09 $0.3450 3,300,000 - — 3,100,000 200,000
7 Jun 06 26 May 09 $0.2930 100,000 - - - 100,000
3 Oct 06 3 Oct 11 $0.3050 2,500,000 - - - 2,500,000
3 Oct 06 3 0ct12 ** 2,500,000 - - - 2,500,000
23 Nov 06 23 Nov 11 $0.2700 1,000,000 - — 1,000,000 -
23 Nov 06 23 Nov 11 $0.2800 400,000 - — 400,000 -
20 Dec 06 20 Dec 11 $0.2600 100,000 - - - 100,000
13,100,000 - - 6,850,000 6,250,000
** Denotes share price to be determined at a market price.
3. SCHEDULE OF INTERESTS IN MINING TENEMENTS
Nature of Tenement
Tenement Reference Interest Number
Gold - Queensland
Twin Hills, Qld 100% EPM 8693
100% ML 70316
Dingo Range, Qid 100%  EPM 4459
Willesby, Qld 100% EPM 12012
Frankfield, Qid 100% EPM 14585




PART Il

BMA GOLD LIMITED AND ITS CONTROLLED ENTITIES
FINANCIAL REPORT - 31 DECEMBER 2005

This extract of the financial report covers the consolidated entity consisting of BMA Gold Limited and its
controlled entities,

BMA Gold Limited is a Company limited by shares, incorporated and domiciled in Australia.
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CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005

Consolidated

Notes 31112/05 31/12/04
$ $
REVENUES 4 421,629 672,065
Depreciation expense 4 (2,618) (1,314)
Finance Costs {(38,941) (63)
Salaries and employee benefits expenses (164,919) {144,602)
Consultants expense and management services (528,056) {421,866)
Exploration and development (6,015,681) (331,717)
Travel and accommodation (22,982) {36,053)
ASX fees and share register costs (62,996) {90,987)
Sale of tenement - (387,518)
Share based payments {25,838) (157,547)
Other expenses 4 (363,128) (48,572)
LOSS BEFORE INCOME TAX (6,803,530) (948,174)
Income Tax Credit/{Expense) 5 3,454,287 699,919
NET PROFIT FOR THE PERIOD (3,349,243) (248,255)
PROFIT/(LOSS) ATTRIBUTABLE TO
MEMBERS OF THE PARENT ENTITY 18(d) (3,349,243) {248,255)
Basic and diluted earnings/(loss) per share {(cents per share) 24 {2.0) (0.25)
The following additional information is the responsibility of the directors of BMA.
31/12/05 31/12/04
$ $
Earnings attributable to ordinary shareholders (3,349,243) (248,255)
Plus IFRS 3 Impairment of Goodwill - -
Less IFRS 5 Gain on sale of Plant and Equipment - -
Plus IFRS 6 Exploration Impairment 138,601 719,235
Plus IAS 16 Impairment of PP & E - -
Headline Earnings (3,210,642) 470,980
Weighted Average Number of Shares 166,800,049 98,848,729
Headline Earning per Share (cents per share) (1.92) 0.48
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CONSOLIDATED BALANCE SHEET
AT 31 DECEMBER 2005

Consolidated

Notes 31/12/05 31112/04
$ $

ASSETS
CURRENT ASSETS
Cash and cash equivalents 26 2,141,020 1,869,706
Prepayments 424,433 -
Receivables 7 276,645 63,036
Inventory 8 365,412 -
TOTAL CURRENT ASSETS 3,207,510 2,232,742
NON-CURRENT ASSETS
Receivables 9 156,500 15,500
Plant and equipment 11 9,734,727 3,920
Deferred exploration, evaluation and development costs 14 9,896,534 4,271,532
Goodwill 12, 13 3,648,006 3,648,006
Deferred tax asset 5 4,257,760 728,845
Other financial assets 10 - -
TOTAL NON-CURRENT ASSETS 27,693,527 8,668,803
TOTAL ASSETS 30,901,037 10,901,545
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 15 3,114,090 1,388,013
Provisions 16 187,425 3,000
Interest bearing loans and borrowings 17 200,000 -
TOTAL CURRENT LIABILITIES 3,501,515 1,391,013
NON-CURRENT LIABILITIES
Provisions 16 300,000 -
Deferred tax liability 5 73,628 -
TOTAL NON-CURRENT LIABILITIES 373628 -
TOTAL liabilities 3,875,143 1,391,013
NET ASSETS 27,025,894 9,510,532
EQUITY
Equity attributable to equity holders of the parent
Contributed equity 18 30,608,534 9,769,767
Reserves 18 283,138 257,300
Accumulated losses 18 {3,865,778) (516,535)
TOTAL EQUITY 27,025,894 9,510,532
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2005

Accumulated

CONSOLIDATED Issued capital Reserves losses  Total Equity
$ $ $ $
At 1 January 2005 9,769,767 257,300 {516,535) 9,510,532
Cost of share based payments - 25,838 - 25,838
Transaction costs on equity issue (1,232,857) - - (1,232,857)
Loss for the year - - (3,349,243) {3,349,243)
Total expense for the year (1,232,857) 25,838 (3,349,243) (4,556,262}
Contributions of equity net of
transaction costs 22,071,624 - - 22,071,624
At 31 December 2005 30,608,534 283,138 (3,865,778) 27,025,894
CONSOLIDATED STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2004
Accumulated
CONSOLIDATED Issued capital Reserves losses Total Equity
$ $ $ S
At 1 January 2004 12,610,633 359,753 (11,962,869) Q07,417
Cost of share based payments - 157,547 - 157,547
Transaction costs on equity issue (418,730 - - (418,730)
Loss for the year - - {248,255) (248,255)
Total expense for the year {418,730) 157,547 {248,255) (509,438)
Contributions of equity net of
transaction costs 13,500,000 - - 13,500,000
Effect on equity associated with
accounting for acquisition under AASB 3 {15,822,036) (260,000) 11,694,589 (4,387,447)
At 31 December 2004 9,769,767 257,300 {516,535) 9,510,632
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CUNOULIWATED STATENMENT UF LAOH FLUWOD
FOR THE YEAR ENDED 31 DECEMBER 2005

Consolidated

Notes 31/12/05 31/12/04
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees (6,836,619) (531,220)
Interest received 421,629 158,443
Royalty received - 126,104
Borrowing costs {191,481) (63)
NET CASH USED IN OPERATING ACTIVITIES 26(b) (6,606,471) (246,736)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of plant and equipment (9,733,425) (5,234)
Payments for deferred exploration, evaluation and development costs (4,286,557) (2,091,108)
Cash acquired on acquisition - 10,182
Payment/Refund of performance bands (141,000) 4,500
Loan advanced to controlled entity - -
Proceeds from sale of tenements - 48,455
NET CASH USED IN INVESTING ACTIVITIES {14,160,982) (2,033,205)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of loans owed to the former shareholders of
Twin Hills Operations Pty Ltd - (736,996)
Repayment of bank loans - (772,266)
Proceeds from borrowings 200,000 -
Proceeds from issue of ordinary shares 22,071,624 6,000,000
Transaction costs of issue of shares (1,232,857) (418,730)
NET CASH FROM FINANCING ACTIVITIES 21,038,767 4,072,008
NET INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS 271,314 1,792,067
Cash and cash equivalents at the beginning of the period 1,869,706 77,639
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 26(a) 2,141,020 1,869,706
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CORPORATE INFORMATION

The financial report of BMA Gold Limited (the company) for the year ended 31 December 2005 was
authorised for issue in accordance with a resolution of the Directors on 14 March 20086.

BMA Gold Limited is a company limited by shares that is incorporated and domiciled in Australia, whose
shares are publicly traded on the Australian Stock Exchange. BMA Gold Limited has prepared a
consolidated financial report incorpoerating the entities that it controlled during the financial year.

The nature of the operations and principal activities of the Group are described in the Directors’ Report.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Basis of Preparation

The financial report is a general-purpose financial report, which has been prepared in accordance
with the requirements of the Corporations Act 2001 and Australian Accounting Standards. The
financial report has also been prepared on a historical cost basis.

The financial report is presented in Australian dollars.

Statement of Compliance

The financial report complies with Australian Accounting Standards, which include Australian
equivalents to International Financial Reporting Standards (AIFS). Compliance with AtFRS ensures
that the financial report, comprising the financial statements and notes thereto, complies with
International Financial Reporting Standards {IFRS).

This is the first financial report prepared based on AIFRS and comparatives for the year ended
31 December 2004 have been restated accordingly except for the adoption of AASB 132 Financial
Instruments. Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and
Measurement. The Company has adopted the exemption under AASB 1 First-time Adoption of
Australian Equivalents to International Financial Reporting Standards from having to apply
AASB 132 and AASB 139 to the comparative period. Reconciliations of AIFRS equity and profit for
31 December 2004 to the balances reported in the 31 December 2004 financial report and at
transition to AIFRS are detailed in note 29.




{c)

olaiement or Lompiiance coninuea

Accounting Standards that have recently been issued or amended but are not yet effective have
not been adopted for the annual reporting period ending 31 December 2005:

AASB
Amendment

Affected
Standard(s)

Nature of change
to accounting policy

Application date
of standard*

Application date
for Group

2005 -1

AASB139: Financial Instriiments:
Recognition and Measurement

No change to accounting
policy required. Therefore
na impact.

1 January 2006

1 January 2006

2005-5

AASB 1: First-time adoption
of AIFRS,

AASB 139: Financial Instruments;

Recognition and Measurement

No change to accounting
policy required. Therefore
no impact.

1 January 2006

1 January 2006

2005-6

AASB 3: Business Combinations

No change to accounting
pelicy required, Therefore
no impact,

1 January 2006

1 January 2006

2005 - 10

AASB 132: Financial Instruments:

Disclosure and Presentation,
AASB 101: Presentations of
Financial Statements, AASB 114;
Segment Reporting, AASB 117:
Leases, AASB 133: Earnings per
Share, AASB 139: Financial
instrurnents: Recognition and
Measurement, AASB 1:
First-time adoption of AIFRS,
AASB 4: Insurance Contracts
and AASB 1038: Life Insurance
Contracts

No change lo accounting
pelicy required. Therefore
no impact,

1 January 2007

1 January 2007

New standard

AASB 7 Financial Instruments:
Disclosures

No change 1o accounting
policy required. Therefore
no impact.

1 January 2007

1 January 2007

* Application date is for the annual reposting periods beginning on or after the date shown in the above table.

The following amendments are not applicable to the Group and therefore have no impact.

AASB Affected
Amendment Standard(s)

2005 -2 AASB 1023: General Insurance Contracts

2005 -3 AASB 119: Employee Benefits

2005 -4 AASB 139: Financial Instruments: Recognition and Measurement, AASB 132
Financial Instruments: Disclosure and Presentation, AASB 1: First-time adoption of
AIFRS, AASB 1023 General Insurance Contracts and AASB 1028: Life Insurance
Contracts

2005 -9 AASB 4: Insurance Contracts, AASB 1023: General Insurance Contracts, AASB 139:
Financial Instruments. Recognition and Measurement and AASB 132. Financial
instruments: Disclosure and Presentation

2005 -12  AASB 1038: Life Insurance Contracts and AASB 1023: General insurance Conltracts

2005 - 13 AAS 25: Financial Reporting by Superannuation Plans

Basis of Consolidation

The consolidated financial statements are those of the economic entity, comprising BMA Gold
Limited (the parent company) and its subsidiaries as at 31 December each year (the Group).

Subsidiaries are fully conscfidated from the date the parent company obtains control until such time
as conitrol ceases. Where there is loss of control of a subsidiary, the consolidated financial
statements include the resulis for the part of the reporting period during which the parent company

has control.
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(d)

(e)

aupsiaiary acquisiions are accounted 101 Using wie purciase methou U aLLUUTILING. TS PUlLhdot
method of accounting involves allocating the cost of the business combination to the fair value of
the assets acquired and the liabilities and contingent liabilities assumed at the date of acquisition.

The financial statements of subsidiaries are prepared for the same reporting period as the parent
company using consistent accounting policies. Adjustments are made to bring into line any
dissimilar accounting policies that may exist.

In preparing the consolidated financial statements, all intercompany balances and transactions,
income and expenses and profit and losses resulting from intra-group transactions, have been
eliminated in full.

Significant Accounting Judgements, Estimates and Assumptions
Significant accounting estimates and assumptions

The carrying amounts of certain assets and liabilities are often determined based on estimates and
assumptions of future events. The key estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of certain assets and liabilities within the
next annual reporting period are:

Impairment of goodwill and intangibles with indefinite useful lives.

The Group determines whether goodwill and intangibles with indefinite useful lives are impaired at
least on an annual basis. This requires an estimation of the recoverable amount of the cash-
generating units to which the goodwill and intangibles with indefinite useful lives are allocated. The
assumptions used in this estimation of recoverable amount and the carrying amount of goodwil!
and intangibles with indefinite useful lives are discussed in note 13.

Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees by reference to the fair
value of the equity instruments at the date at which they are granted. The fair value is determined
by using a bincminal model.

The Group measures the cost of cash-settled share-based payments at fair value at the grant date
using the Black-Scholes formula taking into account the terms and conditions upon which the
instruments were granted, as discussed in note 21.

Income Tax

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted by the balance sheet
date.

Deferred income tax is provided on all temporary differences at the balance sheet date between
the tax bases of assets and iabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except:

* when the deferred income tax liability arises from the initial recognition of goodwill or of an asset
or liability in a transaction that is not a business combination and that, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; or

* when the taxable temporary difference is associated with investments in subsidiaries,
associates, or interests in joint ventures, and the timing of the reversal of the temporary
difference can be controlled and it is probable that the temporary difference will not reverse in
the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward

of unused tax assets and unused tax losses, to the extent that it is probably that taxable profit will
be available against which the deductible temporary differences and the carry-forward of unused
tax credits and unused tax losses can be utilised, except:




)

(g)

* when the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset of liability in a transaction that is not a business combination
and, at the time of transaction, affects neither the accounting profit nor taxable profit or loss; or

* when the deductible temporary difference is associated with investments in subsidiaries,
associates or interests’ in joint ventures, in which case a deferred tax asset is only recognised
to the extent that it is probable that the temporary difference will reverse in the foreseeabte future
and taxable profit will be available against which the temporary difference can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilised.

Unrecognised deferred income tax assets are reassessed at each balance sheet date and are
recognised to the extent that it has become probable that future taxable profit will allow the
deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply
to the year when the asset is realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in
profit or loss.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred tax assets and liabilities
relate to the same taxable entity and the same taxation authority.

Other Taxes

Revenues, expenses and assets are recognised net of the amount of GST except:

* where the GST incurred on a purchase of goods and services is not recoverable from the
taxation authority, in which case the GST is recognised as part of the cost of acquisition of the
asset or as part of the expense item as applicable; and

s receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the balance sheet.

Cash flows are included in the Cash Flow Staternent on a gross basis and the GST component of
cash flows arising from investing and financing activities which is recoverable from, or payable to,
the taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or
payable to, the taxation authority.
Property, Plant and Equipment

Plant and equipment is stated at cost less accumulated depreciation and any accumulated
impairment losses. Such cost includes the cost of replacing parts that are eligible for capitalisation
when the cost of replacing the parts is incurred.

Buildings are measured at cost less accumulated depreciation and any accumulated impairment
losses.

Depreciation is calculated on a straight line basis over the useful life of the assets as follows:
¢ Buildings - 10 20 years

¢ Plant & Equipment -5 years

» Furniture & Fittings — to 3 years

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if
appropriate, at each financial year end.
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(h)

(i)

Impairment

The carrying values of plant and equipment are reviewed for impairment at each reporting date,
with the recoverable amount being estimated when events or changes in circumstances indicate
that the carrying value may be impaired.

The recoverable amount of plant and equipment is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset.

For an asset that does not generate largely independent cash inflows, recoverable amount is
determined for the cash-generating unit to which the asset belongs, unless the asset's value in use
can be estimated to be close to its fair value.

An impairment exists when the carrying value of an asset of cash-generating units exceeds its
estimated recoverable amount. The asset or cash-generating unit is then written down to its
recoverable amount,

For buildings, plant and equipment, impairment losses are recognised in the income statement in
the other expenses line item.

Derecognition and disposal

An item of property, plant and equipment is derecognised upon disposal or when no further future
economic benefits are expected from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in profit or loss in the year the
asset is derecognised.

Impairment of Assels

The Group assesses at each reperting date whether there is an indication that an asset may be
impaired. If any such indication exists, or when annual impairment testing for an asset is required,
the Group makes an estimate of the asset's recoverable amount. An asset’s recoverable amount is
the higher of its fair value less costs to sell and its value in use and is determined for an individual
asset, unless the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets and the asset's value in use cannot be estimated to be close to
its fair value. In such cases the asset is tested for impairment as part of the cash-generating unit
to which it belongs. When the carrying amount of an asset of cash-generating unit exceeds it
recoverable amount, the asset or cash-generating unit is considered impaired and is written down
to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discounted rate that reflects current market assessments of the time value of money
and the risks specific to the asset. Impairment losses relating to continuing operations are
recognised in those expense categories consistent with the function of the impaired asset.

As assessment is also made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previously recognised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognised. If that is the case the carrying
amount of the asset is i\ncreased to its recoverable amount. That increased amount cannot exceed
the carrying amount that would have been determined, net of depreciation, had no impairment loss
been recognised for the asset in prior years. Such reversal is recognised in profit or loss. After such
a reversal the depreciation charge is adjusted in future periods to aliocate the asset's revised
carrying amount, less any residual value, on a systematic basis over its remaining useful life.

Revenue Recognition

The Group has elected to apply the option available under AASBE 1 of adopting AASB 132 and
AASB 139 from 1 July 2005. Outlined below are the relevant accounting policies for interest income
applicable for the years ending 31 December 2005 and 31 December 2004.




0

(k)

)

(m)

(n)

Accounting policies applicable for the years ending 31 December 2005 and 31 December
2004

Revenue consists of bank interest only and is recognised when the Group's right to receive
payment is established.

Deferred Exploration, Evaluation and Development Costs

Costs Carried Forward

Costs arising from exploration and evaluation activities relating to an area of interest are carried
forward provided such costs are expected to be recouped through successful development, or by
sale, or where exploration and evaluation activities have not, at balance date, reached a stage to
allow a reasonable assessment regarding the existence of economically recoverable reserves.

Costs carried forward in respect of an area of interest that is abandoned are written off in the year
in which the decision to abandon is made,

Amortisation

Costs on productive areas are amortised over the life of the area of interest to which such costs
relate on the production output basis.

Cash and Cash Equivalents

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-
term deposits with an onginal maturity of three months or less.

For the purpases of the Cash Flow Statement, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts.

Bank overdrafts are carried at the principal amount. Interest is charged as an expense as it
accrues.
Trade and Other Receivables

The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and
AASB 139 from 1 January 2005. Qutlined below are the relevant accounting policies for trade and
other receivables applicable for the years ending 31 December 2005 and 31 December 2004.

Accounting policies applicable for the year ending 31 December 2005

Trade receivables, which generally have 30-90 day terms, are recognised and carried at original
invoice amount less an aliowance for any uncollectible amounts.

An allowance for doubtful debts is made when there is objective evidence that the Group will not
be able to collect the debts. Bad debts are written off when identified.

Accounting policies applicable for the year ending 31 December 2004

Trade receivables were recognised and carried at original invoice amount less a provision for any
uncellectible debts. An estimate for doubtful debts was made when collection of the full amount
was no longer probable. Bad debts were written off as incurred.

Receivables from related parties are recognised and carried at the nominal amount due. Interest
is taken up as income on an accrual basis.
Inventories

Stores and stockpiles are valued at the lower of cost and net realisable value.

Investments

All investments are recognised at cost, being the fair value of the consideration given and including
acquisition charges associated with the investment.
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(o)

(p)

(q)

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the
cost of the business combination over the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.

Following initial recognition, goodwiil is measured at cost less any accumulated impairment losses.

Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group's cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the combination, irrespective
of whether other assets or liabilities of the Group are assigned to those units or groups of units.
Each unit or group of units to which the goodwill is so allocated:

¢ represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

e is not larger than a segment based on either the Group's primary or the Group’s secondary
reporting format determined in accordance with AASB 114 Segment Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating unit {group
of cash-generating units), to which the goodwill relates. When the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the carrying amount, an impairment
loss is recognised. When goodwill forms part of a cash-generating unit (group of cash-generating
units) and an operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when determining the gain or loss
on disposal of the operation. Goodwill disposed of in this manner is measure based on the relative
values of the operation disposed of and the pertion of the cash-generation unit retained.

Impairment losses recognised for goodwilt are not subsequently reversed.

Trade and Other Payables

The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and
AASB 139 from 1 January 2005. Outlined below are the retevant accounting policies for trade and
other payables applicable for the years ending 31 December 2005 and 31 December 2004.

Accounting policies applicable for the year ending 31 December 2005

Trade payables and other payables are carried at amortised costs and represent liabilities for
goods and services provided to the Group prior to the end of the financial year that are unpaid and
arise when the Group becomes obliged to make future payments in respect of the purchase of
these goods and services.

Accounting policies applicable for the year ending 31 December 2004

Trade payables and cther payables are carried at costs which is the fair value of the consideration
to be paid in the future for goods and services received, whether or not billed to the consolidated
entity,

Payables to related parties are carried at the principal amount. Interest, when charged by the
lender, is recognised as an expense on an accrual basis.
interest bearing liabilities

All loans and borrowings are initially recognised at the fair value of the consideration received less
directly attributable transaction costs.

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised.




(r)

(s)

®

(u)

(v)

Contributed Equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Earnings per Share (EPS)

Basic EPS is calculated as net loss attributable to members of the parent, adjusted to exclude
costs of servicing equity (other than dividends) divided by the weighted average number of
ordinary shares, adjusted for any bonus element.

Diluted EPS is calculated as net loss attributable to members of the parent, adjusted for:
s costs of servicing equity (other than dividends);

e the after tax effect of dividends and interest associated with dilutive potential ordinary shares
that have been recognised as expenses; and

+ other non-discretionary changes in revenues or expenses during the period that would result
from the dilution of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares,
adjusted for any bonus element.

Borrowing Costs

Borrowing costs are recognised as an expense when incurred and capitalised for qualifying
assets. The amount of borrowing costs & fees capitalised during the period is $152,540.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

When the Group expects some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate asset buy only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the income
statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-
tax rate that reflects the risks specific to the liability.

When discounting is used, the increase in the provision due to the passage of time is recognised
as a borrowing cost.

Employee Leave Benefits
(i) Wages, salaries, annual leave and sick leave

Liabiliies for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave expected to be settled within 12 months of the reporting date are
recognised in other payables in respect of employees’ services up to the reporting date. They
are measured at the amounts expected to be paid when the liabilities are settled. Liabilities
for non-accumulating sick leave are recognised when the leave is taken and are measured at
the rates paid or payable.

(i) Long service leave

The liability for long service leave is recognised in the provision for employee benefits and
measured as the present value of expected future payments to be made in respect of
services provided by employees up to the reporting date using the projected unit credit
method. Consideration is given to expected future wage and salary levels, experience of
employee departures, and periods of service. Expected future payments are discounted
using market yields at the reporting date on national government bonds with terms to maturity
and currencies that match, as closely as possible, the estimated future cash outfiows.
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(w) Derecognition of Financial Assets and Financial Liabilities

The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and
AASB 139 from 1 January 2005, QOutlined below are the relevant accounting policies applicable to
the derecognition of financial assets and financial liabilities for the years ending 31 December 2005
and 31 December 2004.

Accounting policies applicable for the year ending 31 December 2005

(i)

(i)

Financial assets

A financial asset {or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognised when:

¢ the rights 1o receive cash flows frormn the agset have expired

¢ the Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a ‘pass-through’
arrangement; or

* the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b} has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset.

When the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent of the Group’s continuing
involvement in the asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration received that the Group could be reqguired to repay.

When continuing involvement takes the form of a written and/or purchased option (including
a cash-settled option or similar provision) on the transferred asset, the extent of the Group’s
continuing involvement is the amount of the transferred asset that the Group may repurchase,
except that in the case of a written put option (including a cash-settled option or similar
provision) on an asset measured at fair value, the extent of the Group's continuing
involvement is limited to the tower of the fair value of the transferred asset and the option
exercise price.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a derecognition of the original liability and the
recognition of a new liability, and the difference in the respective carrying amounts is
recognised in profit or loss.

Accounting policies applicable for the year ending 31 December 2004

(i)

(ii)

Financial assels

A financial asset was derecognised when the contractual right 1o receive or exchange cash
no longer existed.

Financial liabilities

A financial liability was derecognised when the contractual obligation to deliver or exchange
cash no longer existed.




{x) Share-based Payment Transacations
Equity settled transactions

The Group provides benefits to employees (including directors) of the Group in the form of share-
based payment transactions ('equity-settled transactions'}.

The Group currently has in place an Employee Option Plan (EQOP), which provides benefits to
directors, senior executives and employees.

The cost of these equity-settled transactions with employees is measured by reference to the fair
value at the date at which they are granted. The fair value is determined by using a binomial model.

In valuing equity-settled transactions, no account is taken of any performance conditions, other
than conditions linked to the price of the shares of BMA Gold Limited {'market conditions').

The cost of equity-settled transactions is recognised, together with a corresponding increase in
equity, over the period in which the performance conditions are fulfilled, ending on the date on
which the relevant employees become fully entitled to the award (" vesting date').

The cumulative expense recognised for equity-settled transactions at each reporting date until
vesting date reflects (i) the extent to which the vesting period has expired and (ii) the number of
awards that, in the opinion of the directors of the Group, will ultimately vest. This opinion is formed
based on the best available information at balance date. No adjustment is made for the likelihood
of market performance conditions being met as the effect of these conditions is included in the
determination of fair value at grant date.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting
is conditional upon a market condition.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised
as if the terms had not been modified. In addition, an expense is recognised for any increase in
the value of the transaction as a result of the modification, as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award, and designated as a replacement
award on the date that it is granted, the cancelled and new award are treated as if they were a
medification of the original award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the
computation of earnings per share.

3. SEGMENT INFORMATION
{a) Business Segment
The Company operates in one business segment — mining. The Company considers the business
segment to be its primary segment.
{(b) Geographic Segment

The Company operates in one geographical segment ~ Australia.
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REVENUE AND EXPENSES

Consolidated

31/12/05 31/12/04
$ $
(a} Revenue
Interest 421,629 158,443
Royalty earned - 126,104
Proceeds from sale of tenements - 387,518
421,629 672,065
(b) Finance costs
Borrowing costs and interest expense 38,941 63
{c) Depreciation
Depreciation of plant and equipment 2,618 1,314
{(d) Other expenses
Net loss on disposal of tenements - 131,717
Exploration and evaluation written off and disposed 138,601 719,235
INCOME TAX
CONSOLIDATED
2005 2004
$ $
The major components of income tax expense are:
Income Statement
Current income tax
Current income tax charge - -
Tax losses from previous years now brought to account {849,276) -
Deferred income tax
Relating to arigination and reversal of temporary differences 70,261 {135,000)
Tax effect of current year tax losses brought t¢ account (2,675.272) {564,919)
Income tax expense reported in income statement (3,454,287) {699,919)
Statement of changes in equity
Deferred income tax related to items charged or credited directly to equity - (29,926)
Income tax benefit reported in equity - (29,926)
A reconciliation between tax expense and the product of accounting
profit before income tax multiplied by the company's applicable income
tax rate is as follows:
Accounting loss before tax (6,803,530) (948,174)
At the Group's statutory income tax rate of 30% (2004: 30%) (2,041,059) (284,452)
Tax losses from previous years now brought to account (849,276) -
Exploration and Evaluation expenditure {634,060) (415,467)
Other deferred tax assets and liabilities 70,261 -
income tax expense reported in the consolidated income statement (3.454,287) (699,819)




Balance Sheet Income Statement
2005 2004 2005 2004
$ $ $ $

Deferred income tax

Deferred income tax at
31 December relates to the following:

Deferred tax liabilities

Accelerated depreciation for tax purposes

Fair value adjustments on acquisition

Other {(acecruals & provisions) (73,628) -

Gross deferred income tax liabilities {73,628) -

Deferred tax assets

Losses available far offset against

future taxable income 4,257,760 729,845
Fair value adjustments on acquisition - -
Other - -

Gross deferred income tax asseis 4,257,760 729,845
Deferred tax income 4,181,132 729,845

The company has tax losses arising in Australia of $ 12,067,776 (2004 $ 2,432,818) that are available
for offset against future taxable profits of the company.

Tax consolidation

BMA Gold Limited and its 100% owned Australian resident subsidiaries have formed a tax consolidated
group with effect from 1 July 2003. BMA Gold Limited is the head entity of the tax consolidated group.
Members of the group have entered into a tax sharing arrangement in order to allocate income tax
expense to the wholly owned subsidiaries on a pro-rata basis. In addition the agreement provides for the
allocation of income tax liabilities between the entities should the head entity default on its tax payment
obligations. At the balance date, the possibility of default is remote.

Tax ettect accounting by members of the tax consolidated group

Members of the tax consolidated group have entered into a tax funding agreement. The tax funding
agreement provides for the allocation of current taxes to members of the tax consolidated group in
accordance with their accounting profit for the period, while deferred taxes are allocated to members of
the tax consolidated group in accordance with the principles of AASB 112 ‘Income Taxes’. Allocations
under the tax funding agreement are made at the end of each quarter.

The allocation of taxes under the tax funding agreement is recognised as an increase/decrease in the
subsidiaries’ intercompany accounts with the tax consolidated group head company, BMA Gold Limited.
Because under UIG 1052 'Tax Consolidation Accounting’ the allocation of current taxes to tax
consolidated group members on the basis of accounting profits is not an acceptable method of
altocation given the group's circumstances, the difference between the current tax amount that is
allocated under the tax funding agreement and the amount that is allocated under an acceptable
methed is recognised as a contribution/distribution of the subsidiaries’ equity accounts. The group has
applied the group allocation approach in determining the appropriate amount of current taxes to allccate
to members of the tax consolidated group.

DIVIDENDS PAID AND PROPOSED

During the financial year, no amount has been paid or declared by the economic entity by way of
dividend. The balance of the Company's franking credit account at 31 December 2005 is nil (year ended
31 December 2004: nil).
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Consolidated

Note 3112/05 31112/04
$ $
7. RECEIVABLES (CURRENT)
Interest Receivable 11,223 -
Rebate Receivable 48,532 -
Other — GST receivable (a) 216,890 43,208
Receivable from sale of tenements - 319,828
276,645 363,036
{a) Other - GST receivable is non-interest bearing and is
generally on 30-day terms.
8. INVENTORIES
Stores and Stockpiles 365,412 -
9. RECEIVABLES (NON-CURRENT)
Security deposits 156,500 15,500
Other receivables
— Controlled entities {a) - -
156,500 15,500

10.

11.
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(a) BMA Gold Limited has provided interest free loans to wholly owned subsidiaries aggregating $23,656,221, with no fixed
repayment date. No repayments were made during the year.

OTHER FINANCIAL ASSETS

Investment in wholly owned subsidiaries - -
Provision for diminution - -

The parent entity holds shares in controlled entities carried at $7,500,010 as shown below.

Country of Percentage Held
Incorporation 31/12/05 3112/04 31/12/05 31/12/04
% % $ $
Australian Silicon
Operations Pty Limited Australia 100 100 10 10
Twin Hills Operaticns Pty Limited  Australia 100 100 7,500,000 7,500,000

7,500,010 7,500,010

PROPERTY, PLANT AND EQUIPMENT

During the pericd depreciation has been charged against plant and equipment, based on the useful life
of the assets, from the time the assets were put to use. As with other mine development costs,
depreciation has been capitalised and will be amortised over the life of the reserves from the time
development is completed and the project becomes a mining operaticn.




(i)

(i)

(iif)

(iv)

Plant and Equipment

Consolidated

3112/05 3112/04
$ $

Plant and equipment at cost 7,884,334 8,610
Accumulated depreciation and impairment {36,212) (4,690)
Net carrying amount 7,848,122 3,920
RECONCILIATION
Net carrying amount at the beginning of the period 3,920 -
Additions 7,875,724 5,234
Depreciation charge for the year {31,522) (1,314)
Net carrying amount at the end of the period 7,848,122 3,920
Buildings
Buildings at cost 49,712 -
Accumutated depreciation and impairment (1,449) -
Net carrying amount 48,263 -
RECONCILIATION
Net carrying amount at the beginning of the period - -
Additions 49,712 -
Depreciation charge for the year (1,449) -
Net carrying amount at the end of the period 48,263 -
Furniture and Fittings
Furniture and fittings at cost 250,394 -
Accumulated depreciation and impairment {29,500 -
Net carrying amount 220,894 -
RECONCILIATION
Met carrying amount at the beginning of the period - -
Additions 250,394 -
Depreciation charge for the year (29,500) -
Net carrying amount at the end of the pericd 220,894 -
Mobile Equipment
Mobile Equipment at cost 1,667,697 -
Accumulated depreciation and impairment {50,239) -
Net carrying amount 1,617,458 -
RECONCILIATION
Net carrying amount at the beginning of the period - -
Additions 1,667,697 -
Depreciation charge for the year (50.239) -
Net carrying amount at the end of the period 1,617,458 -
Total Property, Plant and Equipment 9,734,737 3,920

197




12

13.

14.

198

GOODWILL

Consolidated

31/12/05 31/12/04
$ $

At cost 3,648,006
3,648,006
Impairment - -
Net carrying amount 3,648,006 3,648,006
RECONCILIATION
Net carrying amount at the beginning of the period 3,648,006 -
Acquisition of a subsidiary - 3,648,006
Impairment - -
Net carrying amount at the end of the period 3,648,006 3,648,006

As of 1 January 2005, goodwill is no longer amortised but is now subject to annual impairment testing

{see note 13).

IMPAIRMENT TESTING OF GOODWILL

The recoverable amount of the goodwill acquired through the business combination and reverse
acquisition of BMA Gold Limited by Twin Hills Operations Pty Ltd has been determined based on a value
in use calculation using cashilow projections based on financial budgets for the Twin Hills Mine
approved by senior management and covering a three year period. The discount rate applied to cash

flow projections is 11%.

Consolidated

Notes 31/12/05 3112/04
$ $
DEFERRED EXPLORATION, EVALUATION AND
DEVELOPMENT COSTS
Twin Hills Project — at cost 0,896,534 4,271,632
9,896,534 4,271,532
Total 9,896,534 4,271,532
Reconciliation
Carrying amount at the beginning of the period 4,271,532 700,000
Amounts written off (a) (138,801) (200,000}
Fair value of Twin Hills on acquisition - 9,002,698
Adjustment for Business combinations AASB 3 (b) - (8,035,453)
Expenditure incurred in the period 5,463,603 3,323,522
Disposals - (519,235}
Decommissioning Asset 300,000 -
Carrying amount at end of period 9,896,534 4,271,532

The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent
on the successful development and commercial exploration or sale of the respective areas of interest.

{a) The Willesby, Frankfietd and Dingo Range project costs have been writien off during the period.

{b) On g January 2004, the Company acquired 100% of the share capital of Twin Hills Operations Pty Ltd and its interests in the
Twin Hills project in Queensland. Under AASE 3 the transaction constitutes a reverse acqguisition and has resulted in the
requirement 1o recognise and fair value all the acquiree’s ideniifiable assets at the date of acquisition. As a result a
retrospective remeasure of deferred exploration and evaluation costs has been carried out.




Consolidated

31/12/05 31/12/04
$ $

15. TRADE AND OTHER PAYABLES
Trade payables 3,114,090 203,766
Fayable to controlled entity - -
Payable under sale and assignment deed - 1,000,000
Payable under mining licences and landowner agreement - 184,247

16.

17,

3,114,090 1,388,013
Trade creditors and accruals are non-interest bearing and generally settled on 30-day terms.

All accounts payable are unsecured and are payable in Australian dollars.

For terms and conditions relating to related party payables refer to note 23.

CONSOLIDATED
Note Rehabilitation Annual leave
$ $

PROVISIONS

At 1 January 2005 - -
Arising during the year {a) 300,000 197,352
Utilised - (9,927)
At 31 December 2005 300,000 187,425
Current 2005 - 187,425
Non-current 2005 300,000 -
300,000 187,425
Current 2004 - 3,000
Non-current 2004 — -
- 3,000

(a) Rehabilitation and restoration costs

Restoration costs are expected when exploration, evaluation and development activities give rise to the need for restoration.
The costs inciude obligations relating to reclamation, waste site closure, plant ciosure, platform removal and other costs
associated with the restoration of the site.

These estimates of the restoration obligations are based on current technelogy and legal requirements and future costs. Any
changes in the estimales are adjusted on a prospective basis.

In determining the restoration obligations, the entity has assumed no significant changes will oceur in the relevant Federal
and State legislation in relation to restoration of such mines in the future.

Consolidated

Maturity 31/12/05 3112/04
$ S
INTEREST BEARING LOANS AND BORROWINGS
Current
Bank Loan - cash advance facility 31-Dec-2006 200,000 -

Secured bank loan

The loan has been drawn down under a $4 million Cash Advance Facility. The facility is secured by a
fixed and floating charge over Group assets.

The interest periods on advances are nominated by the Company at the time of drawing the funds and
must be for periods of either 30, 60, 90 or 180 days. Interest in arrears on the advance must be paid on
the interest payment date at the end of each interest period.

The loan is repayable in full by 31 December 2006.
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Consolidated

3112/05 3112/04
$ S
18. CONTRIBUTED EQUITY AND RESERVES
{a) Issued and paid up capital
Crdinary shares fully paid 30,608,534 9,769,767
31/12/2005
Number
of Shares $
(b) Movements in ordinary shares on issue
Beginning of the financial period 98,848,729 9,769,767
Consolidation of shares 1 for 4 - -
Issued during the period
- Shares issued to vendors - -
- Share placement (i) 48,200,000 12,050,000
- Entitlements issued (ii) 49,608,121 9,921,624
-~ Unlisted options exercised 500,000 100,000
Cost of issue - (1,232,857)
Adjustments for business combinations AASB 3 (iii) - -
197,156,850 30,608,534
{iy A placement of 48,200,000 shares at $0.25 per share with clients of Bel! Potter Securities Limited and Grange
Securities Limited was finalised on 20 January 2005.
(i) On 20 July 2005, a further 49,608,121 shares were issued at $0.20 per share in relation 1o a 1-for-3 non-rencunceable
entitlements issue prospectus.
(i) Adjustment required under AASB 3 to fair value asseis acquired in the reverse acquisition of BMA Gold Limited by
Twin Hills Operations Pty Ltd against equity. Refer to Note 29,
(c} Terms and conditions of contributed equity
Ordinary fully paid shares have the right to receive dividends as declared and, in the event of
winding up the Company, to participate in the proceeds from the sale of all surplus assets in
proportion to the number of and amounts paid up on shares held.
Ordinary fully paid shares entitle their holder to one vote, either in person or by proxy, at a meeting
of the Company.
Consolidated
31/112/05 31/12/04
$ $
{d} Accumulated losses
Balance at beginning of period — losses/(retained earnings) 516,535 11,962,869
Net loss/(profit) for the year 3,349,243 248,255

200

(11,694,589)
Balance at end of period - losses/(retained earnings) 3,865,778 516,535

Adjustments for business combinations AASB 3 (i)

(i) As a consequence applying AASB 3 io the business combination and reverse acquisition resulting from BMA Gold
Limited acquiring Twin Hills Operations Pty Ltd in January 2004, equity balances have been adjusted to the fair value
of BMA Gold Limited’s net assets at the time of the acquisition. This revaluation has resulted in the above restatement
of the Accumulated Losses of the consclidated entity.
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=>nare options

At balance date there were 4,600,000 (2004: 4,250,000) unissued shares in respect of which
options were outstanding. Details as follows:

No. of options Issue price of shares  Expiry date
750,000 20 cents 31 Oct 06
1,000,000 80 cents 03 Feb 08
500,000 20 cents 07 Jun 07
1,500,000 20 cents 17 Sep 07
250,000 33.15 cents 14 Jan 08
600,000 25.4 cents 18 Aug 08
4,600,000

19. AUDITORS’ REMUNERATION
The auditor of BMA Gold Limited is Ernst & Young.

20.

Consolidated

31/12/05 31/12/04
$ $

Amounts received or due and receivable by Ernst & Young for:

An audit or review of the financial report of the entity and any other

entity in the consolidated group 70,000 41,800
Other services in relation to the entity and any other entity in the

consolidated group

- Tax Compliance Services 62,243 36,736

132,243 78,536

COMMITMENTS AND CONTINGENCIES

(a)

(b)

(c)

Mining and Exploration Tenements

In order to maintain rights of tenure on mining and exploration tenements, the Company and the
consolidated entity are required to outlay certain annual expenditures. The expenditure
commitment is estimated at $265,000 (2004: $1,560,000). The expenditure commitments for the
Queensland gold tenements have satisfied the expenditure requirements. With the other
tenements, the Company intends to either farm out, sell or relinquish the tenements.

All commitments relate to the next 12 months.

Termination Agreements

The economic entity has contingent liabilities in respect of termination benefits which may arise
pursuant to service agreements entered into with executives and employees who take part in the
management of the economic entity. The maximum amount of the contingent liability is dependent
upon the circumstances in which the employment is terminated. Accordingly no provision has been
made in the accounts as no executive has been terminated.

Indigenous Land Use Agreement Termination Agreements

Twin Hills Operations Pty Limited (THO) has entered into an Indigenous Land Use Agreement with
the Jangga People for mining of geld at Twin Hills. Under the terms of the agreement THO has paid
the Jangga People $100,000 and will pay a further $100,000 per annum commencing upon the
anniversary of the commissioning of the treatment plant. In addition, in respect of each six monthly
period after the commissioning of the treatment plant, the Company will pay the Jangga People
further amounts, if any, that exceed $50,000 calculated at the rate of 22% of the first $450,000
mineral royalty paid pursuant to Mineral Resources Regulation 1990 and 11% of mineral royalty
paid pursuant to Mineral Regulations 1990 that exceed $450,000. Bursaries of $20,000 per annum
to assist the education of children of members of the Jangga People will also be offered by THO.
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{d; Superannuation Flans

The Company contributes to staff superannuation plans at the rate as required by the
Superannuation Guarantee Legislation of 9%. These contributions are legally enforceable only
where payable in terms of a ratified award obligation or under the Superannuation Guarantee
Legisiation.

When required, employee henefits are shown as provisions (refer note 16).

SHARE-BASED PAYMENT PLANS
Employee Option Plan

Share options are granted as incentive to senior executives and managers. The exercise price of the
options is determined by the weighted average price 5 days prior to the option issue date.

The contractual life of each option granted is 3 to 5 years. There are no cash settlement alternatives.

Share Options on issue to senior executives and managers at 31 December 2005 are as follows:

Number of Issue price .
Number of options vested options of shares Grant date  Expiry date
500,000 500,000 20 cents 07 Jun 04 07 Jun 07
1,500,000 750,000 20 cents 17 Sep 04 17 Sep 07
250,000 125,000 33.15 cents 14 Jan 05 14 Jan 08
600,000 - 25.4 cents 18 Aug 05 18 Aug 08
2,850,000 1,375,000

Share-Based Payments

The fair value of the employee share options issued to senior executives and managers is measured at
the grant date using the Black-Scholes option pricing mode! taking into account the terms and
conditions on which the options were granted.

The expected volalility rate used in calculating the option values was 86% in 2005 and ranged between
95% and 104% in 2004,

The risk free rate used in calculating the option values ranged from 5.0% and 5.3% in 2005 and in 2004.

The valuation is recognised in the income statement as Share based paymenis expense and is
disclosed at Note 4.

The transition to IFRS has required retrospective adjustment to the financial statements at the date of
transition, and at 31 December 2004 for share based payments expenses in relation to options issued
in previous financial years. Details of the adjustments are set out in Note 29.

DIRECTORS AND EXECUTIVE DISCLOSURES

This report presents the remuneration arrangements in place for directors and executives of BMA Gold
Limited.

Remuneration philosophy
The performance of the company depends upon the calibre of its directors and executives.

The following principles are included in its remuneration framework to ensure maximum stakehalder
benefits:

» Provide competitive remuneration package to attract and retain high calibre executives;

* Have portion of executive remuneration ‘at risk’, dependent upon meeting pre-determined service

periods and performance benchmarks;

Reassess the appropriateness of the nature and amount of executive emoluments periodically by
reference to relevant employment market conditions.




Remuneration Committee

The Board of Directors, in conjunction with the Remuneration Committee, is responsible for determining
and reviewing compensation arrangements for the executive team.

Remuneration structure

In accordance with best practice corporate governance, the structure of non-executive director and
executive remuneration is separate and distinct.

Non-executive director remuneration
Objective

The Board seeks to set aggregate remuneration at a level that provides the company with the ability
to attract and retain directors of the highest calibre, whilst incurring a cost that is acceptable to
shareholders.

Structure

The Constitution and the ASX Listing Rules specify that the aggregate remuneration of non-executive
directors shall be determined from time to time by a general meeting. An amount not exceeding the
amount determined is then divided between the directors as agreed. The latest determination was at the
Annual General Meeting held on 27 May 2004 when shareholders approved aggregate remunerations
of $250,000 per year. .

The amount of aggregate remuneration sought to be approved by shareholders and the manner in which
it is apportioned amongst directors is reviewed annually. The Board considers advice from external
consultants as well as the fees paid to non-executive directors of comparable companies when
undertaking the annual review process.

Each director receives a fee for being a director of the company.
Senior Management Remuneration

The Company is committed to remunerating its senior executives in a manner that is market competitive
and consistent with best practice as well as supporting the interests of shareholders. The Company is
not yet of a size that can provide the career and development opportunities that are available in larger
resource companies yet it must attract particutarly able people. The key mechanisms for this are
performance bonuses and option plan participation.

Consequently, under the senior executive remuneration policy the remuneration of senior executives
may be comprised of the following:

¢ fixed salary that is determined from a review of the market and reflects core performance
requirements and expectations;

* a performance bonus designed to reward actual achievement by the individual of performance
objectives and for materially improved Company performance;

¢ participation in the employee option scheme as approved by shareholders; and
* statutory superannuation.

By remunerating senior executives through performance and long-term incentive plans in addition to
their fixed remuneration the Company aims to align the interests of senior executives with those of
shareholders and increase Company performance. Refer to Note 22 of the accounts for the details of
the amount of remuneration, including both monetary and non-monetary components, for each of the
five highest-paid {non-Director) executives during the year (discounting accumulated entitiements).

Options granted during the year will onty be of value to the recipient if the options are exercised while
the share price of the Company is above the exercise price or the unlisted options are sold prior to expiry
of the options.
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Table 1: Directors’ remuneration for the year ended 31 December 2005

Post %

employment perfor-

Salary Super- Equity mance

and Fees annuation Options Total refated

J A Wall 2005 240,000 - - 240,000 -
Executive Chairman 2004 165,210 - - 165,210 -
W M OKeeffe 2005 28,000 2,520 - 30,520 -
Non-executive director 2004 25,880 2,160 - 28,040 -
B E Besley 2005 16,575 1,492 - 18,067 -
Non-executive director 2004 - - - - -
P Rees 2005 11,616 1,045 - 12,661 -
Non-executive director 2004 44 311 6,459 - 50,770 -
K Winters 2005 154,953 - - 154,953 -
Executive director/ 2004 65,877 - 57,734 123,611 46.7%

company secretary

Table 2: Remuneration of the 2 named executives who received the highest remuneration for the
year ended 31 December 2005

Post %o
employment perfor-
Salary Super- Equity mance
and Fees annuation Options Total related
P Gilligan 2005 298,265 25,838 324,103 8.0%
2004 48,758 28,867 77,625 37.2%
S Playford 2005 209,167 18,825 - 227,992 -
2004 33,462 3,012 57,734 94,208 61.3%
Table 3: Options granted as part of remuneration
Total
value of %
Value of Value of Value of options remune-
options options options grants, ration
Value per granted exercised lapsed exercised consisting
Grant Grant option at during during during and lapsed of options
date no. grant date the year the year year during year for the year
P Gilligan 14 Jan 05 5 25,838 25,838 - - 25,838 8%
H Pearce 18 Aug 05 8 49,196 49,196 - - 49,196 25%
M Gillespie 18 Aug 05 6 49,196 49,196 - - 49,196 43%

For details on the valuation of the options, including models and assumptions used, please refer to
Note 18. There were no alterations to the terms and conditions of options granted as remuneration since
their grant date.

Details of the nature and amount of each element of the emolument of each Director of the Company
and each executive officer of the Company for the financial year are as follows:

During the year shareholders approved the grant of options to employees and senior officers. The
assessed value of these options, using the Black-Scholes pricing model, was 11.55 cents for each
option exercisable at 20 cents and expiring of 17 September 2007.

The elements of emoluments have been determined on the basis of the cost to the Company.

Executive Officers are those directly accountable and responsible for the operational management and
strategic direction of the Company.

Emoluments of Directors and Executive Officers (other than options) are not related to the performance
of the Company.
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Administrative Services including rent amounting to $216,102 were provided by CBH Resources Limited
to BMA Gold Limited at rates based on arms length transactions. CBH Resources Limited is a company
of which JA Wall and RE Besley are Executive Chairman and Managing Director, respectively. There are
no amounts outstanding.

RELATED PARTY DISCLOSURES

Transactions between related parties are on normal commercial terms and conditions no more
favourable than those available to other parties unless otherwise stated.

Related parties of BMA Gold Limited falt into the following categories:;
(a) Directors and Specified Executives

Disclosure relating to Directors and specified executives are set out in note 22.

(b) Ulitimate Parent
BMA Gold Limited is the ultimate parent entity.

(c) Wholly-owned Group

The wholly-owned group consists of BMA Gold Limited, the ultimate parent entity, and those wholly
owned controlled entities as set out in note 10. The consolidated financial statements include the
financial statements of BMA Gold Limited and the subsidiaries set out in note 10.

BMA Gold Limited has provided interest free loans to Twin Hills Operations Pty Ltd of $23,666,221
(2004: $3,573,447).

EARNINGS/(LOSS) PER SHARE

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to
ordinary equity holders of the parent by the weighted average number of ordinary shares ocutstanding
during the year.

Diluted earnings per share amounts are calculated by dividing the net profit aitributable to ordinary
equity holders of the parent by the weighted average number of ordinary shares outstanding during the
year plus the weighted average number of ordinary shares that would be issued on the conversion of all
the dilutive potential ordinary shares into ordinary shares.

The following reflects the loss and share data used in the calculations of basic and diluted earnings
per share:

Consolidated
Notes 31112/05 3112/04

Net profit/(loss) attributable to ordinary equity holders

of the parent used in calculating basic and diluted

earnings per share (3,349,243) (248,255}
Weighted average number of ordinary shares on issue

used in the calculation of basic earnings per share (number) Basic 166,800,049 98,848,729

Effect of dilutive securities — share options - -

Weighted average number of ordinary shares on issue
used in the calculation of diluted earnings per

share {(number) Diluted 166,800,049 98,848,729
Basic earningsf{loss) per share (cents) (2.0) {0.25)
Diluted earnings/(loss) per share (cents) (2.0) {0.25)
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EVENTS SUBSEQUENT TO BALANCE DATE

On 22 February BMA Gold Limited announced it had agreement to place a total of 29.5 million ordinary,
fully paid shares, each at an issue price of 28 cents, with brokers and financial institutions in Australia
and the United Kingdom. Funds received from the placement of $8.26 million will be used for working
capital to increase reserves and resources at the high grade Twin Hills Project through an accelerated
exploration program.

On 28 February the Company dispatched documents to shareholders to implement a Share Purchase
Plan which will entitle shareholders with registered addresses in Australia and New Zealand to subscribe
for up to $5,000 in BMA Gold Limited shares at 28 cents per share. The Record Date for the Share Plan
was Friday 24 February 2006. The closing date for the offer is 21 March 2006.

CASH AND CASH EQUIVALENTS
{a) Reconciliation of Cash

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise the following
at 31 December:

Consolidated

31/12/05 31/12/04
$ $
Cash at bank and in hand 2,141,020 1,869,706
Cash at bank earns interest at floating rates based on
daily bank deposits.
(b) Reconciliation of net profit/{loss) after tax to net

cash flows from operations
Net loss after tax {3,349,243) {248,255)
Adjustment for:
Depreciation 2618 1,314
Exploration and evaluation written off 138,601 331,717
Share based payments expense 25,838 157,547
Changes in assets and liabilities:
(Increase)/decrease in receivables 406,815 -
{Increase)/decrease in prepayments and other current assets (424,432) 105,388
(Increase)/decrease in deferred tax assets (3,454,287) (699,919)
(Decrease)fincrease in provisions {3,000) 447
(Decrease)/increase in accounts payable 50,619 105,025
Net cash used in operating activities (6,606,471) (246,736)

(c) Non-Cash Financing and Investing Activities

During the year there had been no non-cash financing and investing activities

{d) Financing Facilities Available

At balance date there were financing facilities available from the Company’s bankers as outlined
in note 17.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Group's principal financial instruments comprise bank loans and short-term deposits.

The main purpose of these financial instruments is to invest surplus funds and to raise finance for the
Group’s operations. The Group has various other financial assets and liabilities such as trade
receivables and trade payables, which arise directly from its operations. The Group has a Treasury
Policy in place to manage the Group's financial exposures to commodity prices, foreign exchange and
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interest rates. No derivative transactions have been entered into. It is, and has been throughout the
period under review, the Group's policy that no trading in financial instruments shall be undertaken.
The main risks arising from the Group's financial instruments are cash flow interest rate risk, liquidity risk,
foreign currency risk and credit risk. The Board reviews and agrees policies for managing each of these
risks and they are summarised below.

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognised, in respect of
each class of financial asset, financial liability and equity instrument are disclosed in note 2 to the
financial statements.

Cash flow interest rate risk

There was little or no significant exposure to the risk of changes in market interest rates relates during
the period as the current loan facility is short term and the amount drawn is on a floating rate basis.

Commodity price risk

The Group has exposure to the gold price in US dollars. The policy permits hedging up to 95% of
inventory and up to 80% of 6 months forward exposure.

Credit risk
The Group trades only with recognised, creditworthy third parties.

It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit
verification procedures.

in addition, receivable balances are monitored on an ongoing basis with the result that the Group's
exposure to bad debts is not significant.

There are no significant concentrations of credit risk within the Group. The company has a refining
agreement with AGR Matthey.

For transactions that are not denominated in the functional currency of the relevant operating unit, the
Group does not offer credit terms without approval of authorised officers.

With respect to credit risk arising from the other financial assets of the Group, which comprise cash and
cash equivalents, available-for-sale financial assets and certain derivative instruments, the Group's
exposure to credit risk arises from default of the counter party, with a maximum exposure equal to the
carrying amount of these instruments.

Since the Group trades only with recognised third parties, there is no requirement for collateral.
Liquidity risk

The Group's objective is to maintain liquidity from investing surplus funds in short term bank deposits
and from the financing facility.

FINANCIAL INSTRUMENTS
Fair values

Set out below is a comparison by category of carrying amounts and fair values of all of the Group’s
financial instruments recognised in the financial statements.

The fair values of borrowings have been calculated by discounting the expected future cash flows at
prevailing interest rates. The fair values of loan notes and other financial assets have been calculated
using market interest rates.
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Carrying amount Fair value

2005 2004 2005 2004
$ $ $ $

CONSOLIDATED FINANCIAL ASSETS
Cash 2,141,020 1,869,706 2,141,020 1,869,706
Trade Receivables 276,645 363,036 276,645 363,036

2,417,665 2,232,742 2,417,665 2,232,742

FINANCIAL LIABILITIES
On bafance sheet

Trade payables 3,114,090 1,388,013 3,114,090 1,388,013
Interest-bearing loans and borrowings:
Fixed rate borrowings 200,000 - 200,000 -

3.314,090 1,388,013 3,314,090 1,388,013

*Includes an 8.25% secured loan carried at fair value.
Contingencies
The Company and certain controlled entities have potential financial liabilities that may arise from certain
contingencies disclosed in note 20. As explained in that note, no material losses are anticipated in
respect of any of those contingencies and the fair value disclosed above is the directors' estimate of
amounts that would be payable by the Group as consideration of the assumption of those contingencies
by another party.
Interest rate risk )
The following table sets out the carrying amount, by maturity, of the financial instruments exposed to
interest rate risk:
Weighted

Year ended average
31 December »>1-<2 >2-<3 >3-<q »4-<5 >5 effective
2005 <lyear years years years years years Total interest

$ $ $ 5 $ $ $ rate %
CONSOLIDATED
FINANCIAL ASSETS
Fioating rate
Cash assets
— At call deposit 1,500,841 - - - - - 1,500,841 5.45%
- Other 640,179 - - - - - 840,179 4.67%
Total weighted average
effective interest rate 5.32% - - - - -
FINANCIAL LIABILITIES
Fixed rate
Bank lcan (200,000) - - - - - {200,000) 8.25%
— $4,000,000 cash

advance facility
Weighted average
effective interest rate 8.25% - - - - -
Weighted

Year ended average
31 December »1-<2 »2-<3 »3-<4 »4-<5 =5 effective
2004 <lyear years years years years years Total interest

$ $ $ $ S -3 $ rate %
CONSQLIDATED
FINANCIAL ASSETS
Floating rate
Cash assets 1,869,706 - - - - - 1,869,706 3.8%
Weighted average
effective interest rate 3.8% - - - - -
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Interest on financial instruments classified as floating rate is repriced at intervals of less than one year.
Interest on financial instruments classified as fixed rate is fixed until maturity of the instrument. The other
financial instruments of the Group and Parent that are not included in the above tables are non-interest
bearing and are therefore not subject to interest rate risk.

TRANSITION TO AIFRS

For all periods up to and including the year ended 31 December 2004, the Group prepared its financial
statements in accordance with Australian generally accepted accounting practice (AGAAP). These
financial statements for the year ended 31 December 2005 are the first the Group is required to prepare
in accordance with Australian equivalents to International Financial Reporting Standards (AIFRS).

Accordingly, the Group has prepared financial statements that comply with AIFRS applicable for periods
beginning on or after 1 January 2004 and the significant accounting policies meeting those requirements
are described in note 2. In preparing these financial statements, the Group has started from an opening
balance sheet as at 1 January 2004, the Group's date of transition to AIFRS, and made those changes
in accounting policies and other restatements required by AASB 1 First-time adoption of AIFRS.

This note explains the principal adjustments made by the Group in restating its AGAAP balance sheet
as at 1 January 2004 and its previously published AGAAP financial statements for the year ended
31 December 2004.

Exemptions applied

AASB 1 allows first-time adopters certain exemptions from the general requirement to apply AIFRS
retrospectively.

The Group has taken the following exemptions:

* Comparative information for financial instruments is prepared in accordance with AGAAP and the
company and group have adopted AASB 132: Financial Instrurnents: Disclosure and Presentation
and AASB 139 Financial Instruments: Recognition and Measurement from 1 July 2005.

* AASB3 Business Combinations has not been applied to acquisitions of subsidiaries or of interests in
associates and joint ventures that occurred before 1 January 2004.

» Cumulative currency translation differences for all foreign operations are deemed to be zero as at
1 July 2004,

* AASB 2 Share-based Payment has not been applied to any equity instruments that were granted on
or before 7 November 2002, nor has it been applied to equity instruments granted after 7 November
2002 that vested before 1 January 2005.

Explanation of material adjustments to the cash flow statement

There are no material differences between the cash flow statement presented under AIFRS and the cash
flow statement presented under previous AGAAP.
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Restated Balance Sheet on adoption of AASB 132 and AASB 139
There are no material differences in the balance sheet on adoption of AASB 132 and AASB 139.

Balance Sheet reflecting reconciliation of adjustments to AIFRS as at 1 January 2004

CONSOLIDATED
Previous Effects of
AGAAP transition AIFRS
Notes 1 Jan 2004 to AIFRS 1 Jan 2004
$ $ $
CURRENT ASSETS
Cash assets 77,639 - 77,639
Receivables 122,836 - 122,836
TOTAL CURRENT ASSETS 200,475 - 200,475
NON-CURRENT ASSETS
Receivables 20,000 - 20,000
Other Financial Assets - - -
Deferred Exploration and Evaluation 700,000 - 700,000
Deferred Tax Asset A - 29,926 29,926
TOTAL NON-CURRENT ASSETS 720,000 29,926 749,926
TOTAL ASSETS 920,475 29,926 950,401
CURRENT LIABILITIES
Payables 40,431 - 40,431
Provisions 2,553 - 2,553
TOTAL CURRENT LIABILITIES 42,984 - 42,984
TOTAL NON-CURRENT LIABILITIES - - -
TOTAL LIABILITIES 42,984 - 42,984
NET ASSETS 877,491 29,926 907,417
EQUITY
Contributed equity B 12,510,633 - 12,510,533
Reserves 260,000 99,753 359,753
Retained profits/{losses) B, A {11,893,042) (69,827) (11,962,869)
TOTAL EQUITY 877,491 29,926 907,417




Restated Balance Sheet on adoption of AASB 132 and AASB 139
There are no material differences in the balance sheet on adoption of AASB 132 and AASB 139.

Balance Sheet reflecting reconciliation of adjustments to AIFRS as at 31 December 2004

CONSOLIDATED
Previous Effects of
AGAAP transition AIFRS
Notes 31 Dec 2004 to AIFRS 31 Dec 2004
$ $ $
CURRENT ASSETS
Cash assets 1,869,706 - 1,869,706
Receivables 363,036 - 363,036
TOTAL CURRENT ASSETS 2,232,742 - 2,232,742
NON-CURRENT ASSETS
Property, plant and equipment 3,920 - 3,920
Receivables 15,500 - 15,500
O}her Financial Assets - - -
Deferred Exploration and Evaluation C 12,306,985 {8,035,453) 4,271,532
Goodwill C - 3,648,006 3,648,006
Deferred Tax Asset A - 729,845 729,845
TOTAL NON-CURRENT ASSETS 12,326,405 (3,657,602) 8,668,803
TOTAL ASSETS 14,559,147 (3,657,602) 10,901,545
CURRENT LIABILITIES
Payables 1,388,013 - 1,388,013
Provisions 3,000 - 3,000
TOTAL CURRENT LIABILITIES 1,391,013 - 1,391,013
TOTAL NON-CURRENT LIABILITIES - - -
TOTAL LIABILITIES 1,391,013 - 1,391,013
NET ASSETS 13,168,134 {3,657,602) 9,510,532
EQUITY
Contributed equity B,C 25,691,803  (15,822,036) 9,769,767
Reserves B,C 260,000 {(2,700) 257,300
Retained profits/{losses) A, B,C (12,683,669) 12,167,134 {516,535)
TOTAL EQUITY 13,168,134 {3,657,602) 9,510,532
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Restated Income Statement on adoption of AASB 132 and AASB 139

There are no material differences in the balance sheet on adoption of AASB 132 and AASB 139.

fncome Statement for the year ended 31 December 2004

CONSOLIDATED
Previous Effects of
AGAAP transition AIFRS
Notes 31 Dec 2004 to AIFRS 31 Dec 2004
$ $ $
REVENUE FROM ACTIVITIES 672,065 - 672,065
EXPENSES FROM ACTIVITIES (1,462,692) - (1,462,692)
Share based payments B - (157,547) {157,547)
LOSS FROM ACTIVITIES
BEFORE INCOME TAX EXPENSE (790,627) (157,547) {948,174)
INCOME TAX EXPENSE RELATING
TO LOSS FROM ACTIVITIES A ~ 699,919 699,919
LOSS FROM ACTIVITIES
ATTRIBUTABLE TO MEMBERS
OF BMA GOLD LIMITED (790,627) 542,372 (248,255)
Reference Item AGAAP AIFRS Impact
A Income The income statement AASB 112 Income Taxes CONSQLIDATED
Tax method was used, requires the balance sheet Equity at transition: increase to

which involved tax-effecting
only those items that
impacted profit and loss

method to be used, which
recognises deferred tax
balances when there is a
cifference between the
carrying value of an asset
or liability and its tax base.

Accumulated Losses $29,926
Equity at 31 December 2004:
Decrease to Accumulated
Losses $1,679,121

Profit for 31 December 2004:
increase to profit of

As a result of the abave 31,549,195
adjustments, the deferred tax
liabilities and deferred tax
assets increase as follows:
B Share- Share-based payments AASB 2 Share-based Payrnents CONSOLIDATED
based were not required to be requires entities to recegnise Equity at transition: Increase to
paymenis expensed an expense 1o in relation to Accumulated Losses and

shares, options, and other equity
instruments provided to i
employees (including directors)

These share-based payment
transactions must be fair valued
at grant date and recognised as
an expense in profit or toss
evenly over the vesting period.

An adjustment was required to
recognise share based payments
granted after 7 November 2002
and vesting after 1 January 2005.

increase to employee equity
benefits reserve of $89,753
net effect is zero

Equity at 31 December 2004
Increase to Accumuiated
Losses and increase to
employee equity benefits
reserve of $257,300 net effect
is Zero.

Profit for 31 December 2004
Decrease to profit of $157,54




Reference

Item

AGAAP AIFRS

Impact

C

Business
Combinations

CONSOLIDATED

Equity at transition: No effect.
Equity at 31 December 2004:
Decrease to Accumulated
Losses $11,694,589, Decrease
to Reserves $260,000,
Decrease to Deferred
Explorations & Evaluation costs
$8,035,453 and Increase

to Goodwill $3,648,006

Profit for 31 December 2004:
No effect

Business Combinations
AASB 3 requires that an
acquirer be identified as
the combining entity that
gains conirol. In addition,
AASB 3 requires that the
Cormpany recognise
separately at the acquisition
daie, the acquiree's
identifiable assets,
liabilities and contingent
liabilities that satisfy the
recognition criteria.

BMA Gold Limited has
determined that the
acquisition of Twin Hills
Operations Pty Limited
was in substance a
reverse acquisition of
BMA Gold Limited by
Twin Hills Operations

Pty Limited. Due to timing
of this transaction the
Company is unable 1o
apply the AASB 1
exemption o AASB3.
Retrospective application
of AASB3 has resulted in
the requirement to
recognise the fair value
all of the identifiable
assets (including
previously unrecognised
intangibles), liabilities and
contingent liabilities of
BMA Gold Limited at the
time of the transaction
and a re-measure the
consideration and goodwill
and deferred exploration
and evaluation costs.

The value of exploration
and evaluation costs
(recognised on acquisition
of Twin Hills Operations
Pty Limited under current
AGAAP) has been
reduced by $8,035,453.

In addition the excess of
the cost of acquisiticn of
BMA Gold Limited by
Twin Hills Cperations

Pty Limited of $3,648,006
has been recorded as
gocdwill on acquisition.
By applying the reverse
acquisition requirements
the consolidated entity will
also record a lower value
in the net assets of the
Company by $4,387,447,

The gocdwill has not been
amortised under the
requirements of AASB3,

The goodwill has been
subject to annual impairment
testing. Having considered
the anticipated future cash
flows from the Twin Hills
Project, the Company has
determined there is no
impairment of goodwill and
as a result none has been
recorded in the comparative
financial statements.

PARENT
Equity of transition: No effect.
Equity of 31 December 2004
No effect
Profit for 31 December 2004:
No effect

213




DIRECTORS’ DECLARATION
In accordance with a resolution of the Directors of BMA Gold Limited, | state that:
1. In the opinion of the Directors:

fa} the financial statements and notes of the Company and of the consolidated entity are in accordance
with the Corporations Act 2001, including:

{i)y giving a true and fair view of the Company’s and consolidated entity's financial position as at
31 December 2005 and of their performance for the year ended on that date; and

(i) complying with Accounting Standards and Corporations Regulations 2001, and

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable.

2. This declaration has been made after receiving the declarations required to be made to the Directors in
accordance with sections 295A of the Corporations Act 2001for the financial pericd ending
31 December 2005.

On behalf of the Board
Sys=
J.A. wall

Executive Chairrman

Sydney, 16 March 2006
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E—-’IERNST& VOUNG & Ernst & Young Centre @ Tel 6129248 5555

680 George Strect Fax b1 29248 5959
Sydney N5W 2000 DX Sydney Stock
Auslralia Exchange 10172
GPO Box 2646

Sydney NSW 2001

Independent audit report to members of BMA Gold Limited

Scope

The financial report, remuneration disclosures and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in equity,
statement of cash flows, accompanying notes to the financial statements, and the directors’
declaration for BMA Gold Limited (the company) and the consolidated entity, for the year ended 31
December 2005. The consolidated entity comprises both the company and the entities it controlled
during that year.

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company and the consolidated entity, and
that complies with Accounting Standards in Australia, in accordance with the Corporations Act
200]. This includes responsibility for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion to the
members of the company. Qur audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to whether the financial report is free of
material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations of intermal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s and the consolidated entity’s financial
position, and of their performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report; and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting

when determining the nature and extent of our procedures, our audit was not designed to provide
assurance on internal controls.
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We performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial report. These and cur other procedures did not include consideration or
judgement of the appropriateness or reasonableness of the business plans or strategies adopted by
the directors and management of the company.

Independence

We are independent of the company and the consolidated entity and have met the independence
requirements of Australian professional ethical pronouncements and the Corporations Act 2001. We
have given to the directors of the company a written Auditor’s Independence Declaration a copy of
which is included in the Directors’ Report. In addition to our audit of the financial report, we were
engaged to undertake the services disclosed in the notes to the financial statements. The provision
of these services has not impaired our independence.

Audit opinion
In our opinion:
1. the financial report of BMA Gold Limited is in accordance with:
(a)  the Corporations Act 2001, including:
@) giving a true and fair view of the financial position of BMA Gold Limited and the

consolidated entity at 31 December 2005 and of their performance for the year ended
on that date; and

(i)  complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

(b)  other mandatory financial reporting requirements in Australia,

bveil s ffog
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OTHER ASX INFORMATION AS AT 10 MARCH 2006

1. ORDINARY SHARES

Pursuant to the Listing Requirements of Australian Stock Exchange Limited, the shareholder information
set out below was applicable as at 10 March 2006.

{a} Distribution of Shareholders

Analysis of number of shareholders by size and holding:

Category of Shareholding Number of Shareholders
1 - 1,000 70
1,001 - 5,000 497
5,001 - 10,000 489
10,001 - 100,000 1,354
100,001 - and over 229

2,639

There are 95 holders of ordinary shares each holding less than a marketable parcel, based on a
share price of 30 cents,

{(b) Top Twenly Shareholders
The twenty targest holders of ordinary fully paid shares are listed below:

Name Number %
Citicorp Nominees Pty Limited (CFS w/sale GBL res fund a/c) 26,081,241 115
Mr James Arthur Wall 13,785,900 6.1
ANZ Nominees Limited 10,843,686 4.8
William Michael O’Keeffe 9,203,922 4.1
Citicorp Nominees Pty Limited 8,435,009 3.7
Chenver Holdings Pty Ltd 7,346,756 3.2
Invia Custodian Pty Limited 6,285,000 2.8
Mr Malcom Block & Mrs Sally Block 5,803,922 2.6
National Nominees Limited 5,779,943 2.5
HSBC Custody Nominees 5,038,474 2.2
Westpac Custodian Nominees 4,871,429 21
RBC Dexia Investor Services 3,660,117 1.6
J P Morgan Nominees Australia 3,523,323 1.6
Fraserview Investment Limited 3,500,000 1.5
lrrawaddy Investments Pty Ltd 2,941,178 1.3
Cogent Nominees Pty Limited 2,222,927 1.0
Alan Menton 1,960,783 0.9
Sunbird 1,000,000 0.4
Balpina Pty Limited 1,000,000 0.4
Hooper Bailie Industries 1,000,000 0.4
Total 124,283,610 547
Remainder 103,393,240 45.3
Grand Total 227,676,850 100.0
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{€} <UbDsianiial snarenoiaers
An extract of the Company’s Register of Substantial Shareholders is set out below:

Name Number %
(fully paid shares) (fully paid shares)

Commonwealth Bank of Australia and its subsidiaries 40,398,402 17.8

Mr James Arthur Wall 13,785,900 6.1

{d} Voting Rights

All ordinary fully paid shares carry one vote per share without restriction.

(e) Escrowed Securities

A total of 19,087,844 ordinary shares were subject to ASX escrow agreements until
19 January 2006.

In addition, a further 25,000,000 ordinary shares are the subject of voluntary escrow agreements.
These agreements were subordinate to the ASX escrow requirements. The period of voluntary
escrow will be until commencement of mining operations at Twin Hilis.

2. SHARE OPTIONS
a) 500,000 options exercisable at 20 cents expire at 31 October 20086.
b) 500,000 options exercisable at 20 cents expire at 7 June 2007

—

1,500,000 options exercisable at 20 cents expire at 17 September 2007.
d
e) 600,000 options exercisable at 25.4 cents expire at 18 August 2008.

[

(
(
{c
( 250,000 options exercisable at 33.15 cents expire at 14 January 2008.
(

(fH 600,000 options exercisable at 33.2 cents expire at 31 December 2011,

3. SCHEDULE OF INTERESTS IN MINING TENEMENTS

Nature of Tenement

Tenement Reference Interest Number
Gold — Queensland

Twin Hills, Qld 100% EPM 8693

100% ML 70316

Dingo Range, Qld 100% EPM 4459

Willesby, Qld 100% EPM 12012

Frankfield, Q!d ©100% EPM 14585
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ANNEXURE 4

REVIEWED RESULTS OF BMA FOR THE SIX MONTHS ENDED 30 JUNE 2008

These interim consolidated financial statements of BMA as at and for the six months period ended 30 June
2008 have been prepared by management of BMA. The auditors of BMA have reviewed these interim
consolidated financial statements.

DIRECTORS’ REPORT
FOR THE HALF-YEAR ENDED 30 JUNE 2008

Your directors submit their report for the half-year ended 30 June 2008.

1.

DIRECTORS

The names of the directors of the company in office at the date of this report or during the half-year are:
* William M O'Keeffe;

s Mark K Wheatley; and

+ Kenneth J Winters.

All directors, unless otherwise stated, held their position as a director throughout the entire hali-year and
up to the date of this report.

REVIEW AND RESULTS OF OPERATIONS

During the June 2008 half-year, BMA Gold Limited (*“BMA” or the “Company") completed air core drilling
and geophysical programmes at its Twin Hills properties in Central Queensland with positive results. The
Company also lodged an $875,000 Entitlement Issue Prospectus with the ASX in June 2008 together
with a Notice of Genera! Meeting that was held on 4 August 2008 to approve the placement of $216,000
of shares to Directors and senior management.

An air core drilling program was completed in March and was successful in identifying new areas of
coincident, anomalous gold and arsenic assay results to the south of the 309 deposit and to the west of
Lone Sister. Such anomalism can be associated with the presence of underlying gold mineralised
structures that may be assessed with deeper drilling.

The Induced Polarization (IP) electrical geophysical programme completed in May covering a 5km by
2.5km area around the 309 gold deposit has clearly identified alteration associated with 309 and two
strongly anomalous zones that may indicate the presence of new centres of alteration and mineralisation
in close proximity to 309. In addition, a new zone of anomalism was identified 2km to the north of
309 coincident with a strong magnetic feature. Two of these new areas have had no drilling and there
has been limited drilling at the third. All three areas will be followed up with RC drilling as a priority.

During the half year, the Company's land position was rationalised with only key EPM sub-block areas
being retained, thereby reducing rents and expenditure commitments on areas considered less
prospective. The exploration of the Company will focus on the immediate northern extension of the Twin
Hills structural corridor and mine area which includes the P targets discussed above, the corridor
between the 309 deposit and Lone Sister extending south onto EPM 4453 and the southern section of
EPM 12012 and EPM 14585 where a RAB programme is required to test areas of interest that are under
shallow cover.

Management continues to progress its search for new projects and opportunities that would provide a
material uplift for its shareholders and this process is on-going. Directors are encouraged by the quality
of opportunities currently under consideration.

Exploration expenditure during the period of approximately $395,000 for the air core and geophysical
programmes was capitalised. The cash balance of approximately $383,000 at June 30 2008 increased
after balance date by approximately $723,000 with completion of the aforementioned Entitlements Issue
to shareholders and placement of shares to Directors and senior management. The funds raised will
allow the Company to continue to actively progress its exploration and project generation activities.
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INCOME STATEMENT
FOR THE HALF-YEAR ENDED 30 JUNE 2008

Consolidated

Notes 30/06/2008 30/06/2007
$ $
Sale of goods - 3,679,530
Rendering of services - 6,276
Total revenue - 3,685,806
Cost of sales - (5,991,802)
Gross profit - (2,305,996)
Finance revenue 3(i) 59,462 24,924
QOther income 3(ii) - 50,000
Exploration and development expenses 3(iiN - {1,196,102)
Administrative expenses 3(iv) (340,709) {2,092 706)
Costs of voluntary administration (2,595) (1,344, 143)
Other expenses 3(v) {571,850) {808,019)
Finance costs 3(vi) (9,522) {201,545)
Loss before income tax (865,214) (7.873,587)
Income tax credit - -
Loss after income tax (865,214) {7.873,587)
Loss attributable to members of the parent (865,214) (7,873,587)
Basic and diluted loss per share (cents) (0.20) (3.77)
The following additional information is the responsibility of the directors of BMA,
30/06/08 3112/07
$ $
Earnings attributable to ordinary shareholders (865,214) {9,138,977)
Plus IFRS 3 Impairment of Goodwill - -
Less IFRS 5 Gain on sale of Plant and Equipment - {143,172)
Plus IFRS 6 Exploration Impairment - 812,119
Plus IAS 16 Impairment of PP&E - -
Headline Earnings (865,214) (8,470,030)
Weighted Average Number of Shares 437,800,559 249,911,861
Headline Earning per Share (cents per share) (0.20) (3.39)
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BALANCE SHEET
AS AT 30 JUNE 2008

Consolidated

Notes 30/06/2008 30/06/2007
$ $

Current Assets
Cash 4 983,206 1,787,879
Prepayments 42,956 47,492
Receivables 63,102 127,965
Other current assets 31,216 -
Total Current Assets 1,120,480 1,963,336
Non-Current Assets
Receivables 174,237 157,128
Property, Plant and Equipment 113,995 137,985
Exploration, Evaluation and Development 5 1,894,736 1,500,000
Deferred Tax Asset 25,698 31,412
Total Non-Current Assets 2,208,666 1,826,525
Total Assets 3,329,146 3,789,861
Current Liabilities
Payables 281,887 238,671
Provisions 7,820 17,586
Total Current Liabilities 289,707 256,257
Non-Current Liabilities
Provisions 175,478 166,850
Deferred Tax Liabilities 25,698 31,412
Total Non-Current Liabilities 201,176 198,262
Total Liabilities 490,883 454,519
Net Assets 2,838,263 3,335,342
Equity
Contributed Equity 9 46,449,033 46,448,813
Reserves 3,619,637 3,251,722
Accumulated Losses (47.230,407)  (46,365,193)
Total Equity 2,838,263 3,335,342
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CASH FLOW STATEMENT
FOR THE HALF-YEAR ENDED 30 JUNE 2008

Consolidated

30/06/2008 30/06/2007
$ $
Cash flows from operating activities
Receipts from customers - 4,065,552
Payments to suppliers and employees {501,581) (4,771,305)
Payments in relation to voluntary administration (71.813) {1,344,143)
Interest Received 56,643 24,924
Net cash flows used in operating activities (516,751) (2,025,082)
Cash flows from investing activities
Purchase of property, plant and equipment (4,990) -
Payments for exploration, evaluation and development (265,975) (812,119)
Refund of performance bonds - 10,000
Payment of deposit on rental property {17,109} -
Proceeds from sale of plant and equipment - 3,883,687
Net cash flows from/(used in) investing activities {288,074) 3,081,568
Cash flows from financing facilities
Proceeds from issue of shares and options 152 -
Repayment of borrowings - {4,200,000)
Net cash flows from/(used in) financing activities 152 (4,200,000)
Net decrease in cash held (804,673) (3,143,494)
Cash at the beginning of the reporting period 1,787,879 3,606,598
Cash and cash equivalents at the end of the period 983,206 463,104
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STATEMENT OF CHANGES IN EQUITY

FOR THE HALF-YEAR ENDED 30 JUNE 2008

Consolidated

Ordinary Accumulated
Shares Reserves, Losses Total
$ $ $ $
At 1 January 2008 46,448,813 3,251,722°  (46,365,193) 3,335,342
Income/{expense) for the period
recognised directly in equity - - - -
Loss for the period - - (865,214) (865,214)
I Total income/(expense) for the period - - (865,214) (865,214)
Exercise of options 220 (68) - 152
Share-based payment - 367,983 - 367,983
At 30 June 2008 46,449,033 3,619,637  (47,230,407) 2,838,263
At 1 January 2007 43,044,736 926,442  (37,226,216) 6,744,962
Income/(expense) for the period
recognised directly in equity - - - -
Loss for the period - - (7,873,587) {7,873,587)
Total income/{expense) for the period - - (7,873,587) (7,873,587)
Share-based payment - 304,739 - 304,739
At 30 June 2007 43,044,736 1,231,181 (45,099,803) {823,886)

223




NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 JUNE 2008

1.

224

CORPORATE INFORMATION

The financial report of BMA Gold Limited (the Company) for the half-year ended 30 June 2008 was
authorised for issue in accordance with a resolution of the directors on 27 August 2008. BMA Gold
Limited is a company incorporated in Australia and limited by shares, which are publicly traded on the
Australian Securities Exchange.

The nature of the operations and principal activities of the Group are described in the Directors' Report.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The half-year financial report does not include all notes of the type normally included within the annual
financial report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the consolidated entity as the
full financial report.

The half-year financial report should be read in conjunction with the annual financial report of BMA Gold
Limited as at 31 December 2007.

It is also recommended that the half-year financial report be considered together with any public
announcements made by BMA Gold Limited and its controlled entities during the haif-year ended
30 June 2008 in accordance with the continuous disclosure cobligations arising under the Corporations
Act 2001,

{a) Basis of Preparation

The half-year consolidated financial report is a general-purpose financial report, which has been
prepared in accordance with the requirements of the Corporations Act 2001, including AASB 134
Interim Financial Reporting and other mandatory professional reporting requirements. The half-year
financial report has been prepared on a historical cost basis.

For the purpose of preparing the half-year financial report, the half-year has been treated as a
discrete reporting period.
(b) Significant accounting policies

With the exception of the changes in accounting policy noted below, the half-year consolidated
financial statements have been prepared using the same accounting policies as used in the annual
financial statements for the year ended 31 December 2007.

{c) Changes in accounting policy

Since 1 January 2008 the Group has adopted the following Standards and Interpretations,
mandatory for annual periods beginning on or after 1 January 2008. Adoption of these Standards
and Interpretations did not have any effect on the financial position or performance of the Group.

* AASB 2007-04 Amendments to Australian Accounting Standards arising from ED51 and Other
Amendments (AASB 1, 2, 3, 4, 5, 6, 7, 102, 107, 108, 110, 112, 114, 116, 117, 118 119, 120,
121, 127, 128, 129, 130, 131, 132, 133, 134, 136, 137, 138, 139, 141, 1023 and 1038)

(d) Basis of consolidation
The half-year consolidated financial statements comprise the financial statements of BMA Gold
Limited and its subsidiaries as at 30 June 2008 (‘the Group”).

(e} Going concern basis

The financial report has been prepared on a going concern basis. As at the date of this financial
report, the directors conclude that the consoclidated entity is a going concern and able to pay its
debts as they fall due and realise their assets in the ordinary course of business.




The Company is currently undertaking an exploration proegramme funded from existing cash
reserves. Additional new funding may be required at some time in the future to fund any extension
of the exploration programme and company overheads. Accordingly, the future ability of the
consolicdated entity to pay its debts as and when they fali due may be dependent on the injection

of additional financing.

Consolidated

30/06/2008 30/06/2007
$ $
3. REVENUE, INCOME AND EXPENSES

{i) Breakdown of finance revenue

Bank interest received 59,462 24 924

Total finance revenue 59,462 24,924
{(ii) Other income

Sale of unused consumables - 50,000

Total other income - 50,000
(iii) Exploration and development expenses

Amortisation of development costs - (383,983)

Exploration and development impairment - {812,119)

Total exploration and development expenses - {1,196,102)
{iv) Administrative expenses

Salaries and employee benefits expenses (171,130) (1,700,689)

Consultants expense and management services - (37.418)

ASX fees and share register costs (40,092) (22,409)

Audit fees and tax compliance charges (39,820) (80,206}

Director and Company secretarial fees {31,837) {(81,380)

Investor relations {2,535) {4,312)

insurance {26,256) {155,379)

Depreciation expense (28,979) (30,713}

Total administrative expenses (340,709) (2,092,506}
{v) Other expenses

Travel and accommodation (6,442) (97,387}

Share-based payments (367,983) (304,739)

Operating expenses (197,425) (405,893)

Total other expenses (571,850) (808,019)
{vi) Finance costs

Interest expense, bank loans and overdrafts (9,522) {201,545)

Total finance costs (9,522) (201,545)
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Consolidated

30/06/2008 30/06/2007
$ $
CASH AND CASH EQUIVALENTS
For the purpose of the half-year cash flow statement, cash
and cash equivalents are comprised of the following:
Cash at bank and in hand 2792 67,452
Short-term deposits 980,414 1,720,427
983,206 1,787,879
DEFERRED EXPLORATION, EVALUATION AND
DEVELOPMENT COSTS
Twin Hills Project - at cost 1,894,736 1,500,000
Reconciliation
Carrying amount at the beginning of the period 1,500,000 2,083,983
Expenditure incurred in the period 394,736 812,119
Reclassification as available for sale assets - {200,000}
Amortisation of development costs - {383,983)
Exploration and development impairment - {812,119)
Carrying amount at the end of the period 1,894,736 1,500,000

The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent
on the successful development and commercial exploitation or sale of the respective areas of interest.
Exploration activities incurred during the period have not at the reporting date reached a stage which
permits a reasonable assessment of the existence or otherwise of economically recoverable reserves,

and exploration activity on the Twin Hills project is continuing.

CURTAILED OPERATIONS

{a) Details of curtailed operations and assets held for sale

On 29 January 2007, the Board of Directors announced the suspension of Twin Hills mining and
milling operations, subseguent to an ASX announcement on 16 January 2007 pronouncing a
material downgrade in resources.

Accessible economic ore was extracted and processed generating cash to partially fund the mine
and mill closures. The mine was decommissioned in March 2007 and the gold treatment plant was
subsequently placed on care and maintenance. Surpius mining assets were sold for
$4.2m including the major items of mining equipment and the Rishton Treatment Plant for $3.85m.

The sale of the Rishton Treatment Plant was completed on 5 July 2007 and as at 30 June 2007 the
Treatment Plant was classified as assets held for sale.

On 29 November 2007, The Administrators discharged the company's Twin Hills Operations
subsidiary from voluntary administration allowing the company's securities to resume trading on the
ASX on 3 December 2007,




(b}

Financial performance of curtailed operations and assets held for sale

The results of the curtailed operations for the half year are presented below:

Consolidated
30/06/2008 30/06/2007

$ $
Sale of goods - 3,679,530
Rendering of services - 6,276
Total revenue - 3,685,806
Cost of sales - (5,991,802)
Gross profit - (2,305,996)
Other income - 50,000
Exploration and development expenses - (746,102)
Administrative expenses - (1,668,214)
Costs of Voluntary Administration (2,595) {1,344, 143)
Other expenses - (473,299)
Finance costs - (550)
Loss from curtailed operations before income tax (2,595) {6,488,304)
Income tax expense - -
Loss from curtailed operations after income tax (2,595) (6,488,304)

7. CONTINGENT LIABILITIES AND COMMITMENTS

(7

(i)

(i)

(iv)

Mining and Exploration Tenements

In order to maintain rights of tenure on mining and exploration tenements, the Company and
the consolidated entity are required to outlay certain annual expenditures. The expenditure
commitment is estimated at $150,000 (2007: $265,000). The expenditure commitments for the
Queensland gold tenements have satisfied the expenditure requirements. All commitments relate
to the next 12 months,

Termination Agreements

The economic entity has contingent liabilities in respect of termination benefits which may arise
pursuant to service agreements entered into with executives and employees who take part in the
management of the economic entity. The maximum amount of the contingent liability is dependent
upon the circumstances in which the employment is terminated. Accordingly no provision has been
made in the accounts as no executive has been terminated.

Superannuation Plans

The Company contributes to staff superannuation plans at the rate as required by the
Superannuation Guarantee Legislation of 9%. These contributions are legally enforceable only
where payable in terms of a ratified award obligation or under the Superannuation Guarantee
Legislation.

Indigenous Land Use Agreement Termination Agreements (ILUA)

By an agreement dated 24 May 2003 between Colin McLennan, James Gaston, Paul Butterworth,
Thomas Brown, Tyrone Tiers, Dorothy Hustler and Marie McLennan {Native Title Parties) and the
Company, the Native Title Parties have agreed to allow the grant of Mining Lease 703186 cver part
of EPM 8693, and also agreed to allow the exploration and mining for gold and silver on EPM 8693,
EPM 4459 and part of EPMA 12012, The Company has obligations to inform its workers of the
interests of the Jangga people in the area the subject of the tenements, to provide work
opportunities to the Jangga people, to report activities to the Jangga people, to respect various
sites and to pay financial consideration to the Jangga people. The financial consideration
comprises:
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v)

(a) payment in the 2004 year of $100,000 on the registration of the ILUA with the National Native
Title Tribunal under the Native Title Act 1993 {Cth), which payment represents an advance
payment of the payments referred to in paragraph (b} below;

(b) the payment of a minimum annual payment of $100,000 (paid quarterly) on the !
commencement of and thereafter during mining operations; '

(c} the payment of an additicnal amount above $100,000 when the payment of royalties to the
State of Queensland exceeds the minimum threshold;

(d) payment of a per diem amount where Twin Hills consults with representatives of the Jangga
peopte; and

(e) the provision of an annual bursary once treatment operations have commenced.

Each of the above amounts is to be adjusted for inflation.

Pursuant to its terms, the ILUA associated payments were suspended upon the cessation of mining
activities effective 1 April 2007, but may be reactivated if mining were to recommence.

Plutonic Operations Limited

Twin Hills Operations Pty Limited has granted Piutonic Operations Limited a call option to acquire
a 68% interest in any gold deposit other than Lone Sister or the 309 Deposit, containing a Mineral
Resource of greater than 1 million ounces of gold (classified and reported in accordance with the
JORC Code), discovered within the Twin Hills mining tenements for the consideration of 250% of
amounts directly spent on exploration. The terms of the purchase entitles Plutonic Operations
Limited to receive a royalty at the rate of 2.5% of all fine gold produced from the tenement.

RELATED PARTY DISCLOSURES

Transactions between related parties are on normal commercial terms and conditions no more
favourable than those available to other parties unless otherwise stated. Related parties of BMA Gold
Limited fall into the following categories:

(a)

(b)

Ultimate Parent

BMA Gold Limited is the ultimate parent entity.

Wholly-owned Group

The wholly-owned group consists of BMA Gold Limited, the ultimate parent entity, and the wholly
owned controlled entities, Twin Hills Operations Pty Limited and Australian Silicon Operations. The
consolidated financial statements include the financial statements of BMA Gold Limited and its
subsidiaries.

BMA Gold Limited has provided interest free loans to Twin Hills Operations Pty Limited of
$37,619,700 (2007: $35,360,917).




9.

10.

1.

Consolidated

30/06/2008 30/06/2007
CONTRIBUTED EQUITY
Ordinary Shares - see below 46,449,033 46,448 813

46,449,033 46,448,813
Fully paid ordinary shares carry one vote per share and carry
the right to dividends.

Shares $

Movement in ordinary shares on issue
At 1 January 2008 437,800,559 46,448,813
Issued on 8 January 2008 for cash on exercise of options 4 -
Issued on 29 January 2008 for cash on exercise of options 3,000 109
Issued on 19 June 2008 for cash on exercise of options 3,052 111
At 30 June 2008 437,806,615 46,449,033

For details of events subsequent to balance date affecting Contributed Equity refer to Note 11.

SEGMENT INFORMATION

The company operates in one business segment, namely mineral exploration and mining and in one
geographic segment, being Australia. The company considers the business segment to be its primary
business segment.

EVENTS SUBSEQUENT TO BALANCE DATE
Entitlement Issue

On 10 June 2008 the Company’s shareholders were invited to participate in a non-renounceable
entitlement issue on the basis of 1 new share for every 8 shares held at an issue price of 1.6 cents per
share. Upon closure of this Entitlement Issue on 16 July, shareholders had subscribed to approximately
20 million shares raising approximately $320,000. Subsequent to the closure of the Entitlement Issue,
directors placed a further 11.7 million shares to raise an additional $187,000, resulting in total proceeds
of approximately $507,000 from the Entitlernent Issue and placement of shortfall.

Placement of Shares to Directors and Employees

Coincident with the Entitlement Issue, the Company also announced there would be a placement to
Directors and employees at the same issue price of 1.6 cents per share, subject to shareholder
approval. This approval was obtained at a shareholders meeting held on 4 August 2008, with the
placement raising an additional $216,000 from the issue of 13,500,000 new shares on 11 August 2008.
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DIHECTORS DECLARATION
In accordance with a resolution of the directors of BMA Gold Limited, | state that:
(a) In the opinion of directors:

(h) the financial statements and notes of the consolidated entity are in accordance with the Corporations '
Act 2001, including:

(i} give a true and fair view of the financial position as at 30 June 2008 and the performance for the
half-year ended on that date of the consolidated entity; and

(i) comply with Accounting Standard AASB 134 “Interim Financial Reporting” and the Corporations
Regulation 2001; and

{c) subject to the company being able {o source additional financing, there are reasonable grounds o
believe that the Company will be able to pay its debts as and when they become due and payable.

On behalf of the Board

M K Wheatley
Managing Director and Chief Executive Officer

Dated: 28 August 2008
Sydney, NSW
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fax; +61 292485559
To the members of BMA Gold Limited wwuew.cy.cOmjou

Report on the Half-Year Financial Report

We have reviewed the accompanying hatf-year financial report of BMA Gold Limited, which
comprises the balance sheet as at 30 June 2008, and the income statement, statement of changes
in eguity and cash flow statement for the half-year ended on that date, other selected explanatory
notes and the directors’ declaration of the consolidated entity comprising the company and the
entities it controiled at 30 June 2008 or from time to time during the half year.

Directors' Responsibility for the Half-Year Financial Report

The directors of the company are responsibte for the preparation and fair presentation of the haf-
year financial report in accordance with Australian Accounting Standards (inciuding the AustraCan
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing
and maintaining internal controls relevant to the preparation and fair presentation of the hatfyear
financial report that is free from material misstatement, whether due to fraud or errar: selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor's Responsibility

Our responsibility is to express a conciusion on the half-year financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410
Review of an interim Financial Report Performed by the independent Auditor of the Entity, in order
to state whether, on the basis of the procedures described, we have become aware of any matter
that makes us believe that the financial report is not in accordance with the Corporations Act 2001
including: giving a true and fair view of the consolidated entity’s financial position as at 30 Jure
2008 and its performance for the half-year ended on that date; and complying with Accounting
Standard AASB 134 Inferim Financial Reporting and the Corporations Regulations 2001 . As the
auditor of BMA Gold Linited and the entities it controlled during the half year, ASRE 2410 requires
that we comply with the ethical requirements relevant to the audit of the annual financial report.

A raview of a half-year financial report consists of making enguiries, primarily of persons
resaonsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequentiy does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly. we
do not express an audit opinion.

Independence

In conducting our review, we have comptied with the independence requirements of the
Corporations Act 2001. We have given to the directors of the company a written Auditor's
Independence Declaration, a copy of which is included in the Directors’ Report.
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Conclusion

Based on cur review, which is not an audit, we have not bacome aware of any matter that makes us
believe that the interim financial report of BMA Gold Limited is not in accordance with the
Corporations Act 2001, including:

i)  giving a true and fair view of the consalidated entity’s financial position as at 30 June 2008
and of its performance for the half-year ended on that date; and

ii) complying with Accounting Standard AASB 134 Interim Financial Reporting and the
Corparations Regulations 2001 .

Uncertainty Regarding Continuation as a Going Concern

Without qualifying our opinion. we draw attention to the following matter. As a result of the matters
disclosed in Note 2 (e) Going Concern Basis, there is sign:ficant uncertainty whether the Company
will be able to continue as a going concern, and therefore whether it will be able to realise its assets
and extinguish its liabilities in the normal course of business at the amounts stated in the financial
report. The financial report does not include any adjustments relating to the recoverabtity or
ctassification of recorded amounts, or to the amounts or classification of liabilities that might be
necessary should the Company not be able to continue as a going concermn.

st <ffousg

Ernst & Young

Pau) Fly
Partner
Sydney
28 August 2008




ANNCAUNLE 2

~ UNAUDITED PRO FORMA BALANCE SHEET AND INCOME STATEMENT OF BMA
FOR THE SIX MONTHS ENDED 30 JUNE 2008

The unaudited pro forma income statement and balance sheet of BMA for the six months ended 30 June
2008 are provided below and have been prepared for illustrative purposes only to reflect the pro forma
results of BMA after the implementation of the agreement with Trinity and thereafter the scheme and the
replacement of the Aflease convertible bonds with BMA convertible bonds. Because of their nature, the
unaudited pro forma income statement and balance sheet may not give a fair reflection of BMA's financial
position, changes in equity, results of operations or cash flows. The Affease directors and the BMA directors
are of the opinion that the combined entity is a going concern and have applied the going concern principle
in the preparation of the pro forma financial information. The unaudited pro forma income statement and
balance sheet are the responsibility of the Aftease directors and the BMA directors.

Two sets of pro forma financial information are provided below based on the minimum 30 million and the
potential maximum 75 million Aflease shares to be issued in terms of the agreement with Trinity as described
in paragraph 7.2 of this pre-listing statement.

The independent reporting accountants’ assurance report on the unaudited pro forma income statement and
balance sheet for the six months ended 30 June 2008 is set out in Annexure 6 to this document.
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Unauditea pro jorma fnancial inijormauon Oor oA 1Or the period endaed o0 June cUUo based |

on the issue of 30 million Aflease shares in terms of the agreement with Trinity,

paragraph 7.2 of this pre-listing statement.

Unaudited pro forma balance sheet at 30 June 2008

as described in il

Aflease Aflease BMA BMA Combination BMA
Aflease  adjustment ad|usted BMA adjustment adjusted adjustments after
Note 2 Note 3 Note 4 Note § Note & Note 7 Note 8
R'000 R'000 R’000 R'000 R'000 R'000 R*000 R'000 R'004
ASSETS
Non-current assets
Property, plant and
equipment
Mine development
costs and ming plant
tacilities 320,476 - 320,476 869 - 869 - - 321,345
Undevetoped
properties 110,645 - 110,645 - - - 19,020 - 129,665
Asset retirement fund 7033 - 7.033 - - - - - 7,033
Restricted cash 1,774 - 1,774 4,326 - 1,326 - - 3,100
Amounts due from
related parties 268 - 268 - - - - - 268
Exploration, evaluation
and development - - - 14,444 {14,444) - - - -
Deferred tax asset - - - 191 - 191 - - 191
440,196 - 440,196 16,830 {14,444) 2,386 19,020 - 461,602
Current assets
Cash and cash
equivalents 471,984 (100} 471,884 7,492 4,748 12,240 (36,800} - 447 324
Receivables and
prepayments 21,835 - 21,835 808 - 808 - - 22,643
Investments held for
sale - 39,000 39,000 - - - - - 39,000
Inventaries 289 - 289 - - - - - 289
Other current assels - - - 236 - 236 - - 236
454,108 38,900 533,008 8,536 4,748 13,284 (36,800) - 509,492
Total assets 934,304 38,900 973,204 25,366 (9,696) 15,670 (17,780) - 971,094
SHAREHOLDERS'
EQUITY
Share capital and
share premium 360,533 33,000 300,433 354,032 4,748 358,780 (339,214} - 418,593
Contributed surplus 10,644 - 10,644 27,584 - 27,584 (27,584} - 10,644
Accurnulated deficit  (146,423) - {146,423) (359,985) (14,444) {374,429) 344,629 {90.000) {266,223)
224,754 38,300 263,654 21,631 (9,696) 11,935 {22,169) {90,000) 163,420
LIABILITIES
Non-current ilabilities
Financial liabilities
designated at fair
value 620,902 - 620,902 - - - - 90,000 710,902
Amounts owing to
related parties 935 - 935 - - - - - 935
Asset retirement
obligation 7551 - 7,551 1,334 - 1,334 - - 8,885
Delerred taxation 31,411 - 31411 91 - 191 4,389 - 35,991
660,799 - 660,799 1,525 - 1,525 4,389 90,000 756,713
Current liabilities
Accounts payable
and accrued kabilities 41,745 - 41,745 2,149 - 2,149 - - 43,894
Taxation payable 4,245 - 4,245 - - - - - 4,245
Provisions 2,781 - 2,761 61 - 61 - - 2,822
48,751 - 48,751 2210 - 2210 - - 50,961
Total shareholders’
equity and liabilities 934,304 38,900 973,204 25,366 {9,696) 15,670 (17,780) - 971,094
Net asset value
{“NAV") 224,754 38,900 263,654 21,631 (9,696) 11,935 (22,169) 163,420
Tangible net asset
value (“TNAVT) 224,754 38,900 263,654 21,631 (9.696) 11,835 {22,169) 163,420
Total number of
shares 524,457,006 30000000 554,457,006 | 437,806,615  (413,655,909) 24,150,706 | 554,457,006 578,607,712
NAV/shara {cents) 4285 47.55 4.94 49.42 28.24
TNAV/share {cents) 42,85 47.55 4.94 49,42 28.24
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Unaudited pro forma income statement tor the six months ended 5U June Z0do

Aflease Aflease BMA BMA Combination BMA
Aflease adjustment adjusted BMA adjustment adjusted adjustments after
Note 2 Note 3 Note 4 Note 5 Note 6 Note 7 Note 8
R'000 R’000 R'000 R’000 R'000 R'000 R'000 R'000 R'000

Revenue - - - - - - - - -
Cost of sales - - - - - - - - -
Gross loss - - - - - - - _ _
Sundry incerme - - - - - - - - -
General and
adminisirative
expenditure {2,091) - (9.081) (3,877) - (3.877) - - (12,968)
Share options
expensed {4,070) - (4,070) (2,613) - (2,613) - - {6,683)
Exploration and
pre-feasibility
expenditure (13,073) - (13,073} - (2,805} (2,805) - - (15.878)
Transaction costs - - - - - - {29,800) - {29,800}
Fair value adjustment
on financial liability 684 - 684 - - - - {90,000} (89,316}
Operating loss (25,550) - (25,550} (6,490} {2,805) (9,295) (29,800} {90,000) (154,645)
Interest received 33,229 - 33,229 419 - 419 {1,840 - 31,808
Interest paid (25,073) - (25.073) (™ - {71) - - (25,144)
Loss before
income taxes (17,394) - (17,394) (6,142) (2,808} (8,947) (31,640) (90,000) (147,981)
Taxation (2,353} - (2,353) - - - 515 - (1,838)
Net loss {19,747) - (19,747) (6,142} {2,805) {8,947) {31,125) {90,000} (149,819)
Headline earnings
adjustments - - - - - - - - -
Headline loss (19,747) - {19,747} (6,142) (2,805) (8,947) (31,125) (90,000) {149,819)
Weighted average
number of shares 524,186,173 30,000,000 554,186,173 437,803,269  (413,652,730) 24,150,539 554 457,006 - 578,607,545
Loss per share
- Basic {cents} {3.77) (3.56) (1.40) (37.05) {25.89)
- Headline (cents) {3.77) (3.56) (1.40) (37.05) (25.89)
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vhauaiied pro jorma financial inftormation o1 oiviA 1Tor the period endea U June ZuUs based on tnhe
issue of 75 million Aflease shares in terms of the agreement with Trinity.

Unaudited pro forma balance sheet at 30 June 2008

Aflease Aflease BMA BMA Combination BMA
Aflease adjustment ad|usted BMA adjustment adjusted adjustments after
Note 2 Note 3 Note 4 Note 5 Note 6 Note 7 Note 8
R000 R’000 R000 R'000 R'000 R*00¢ R000 R000 R’000
ASSETS
Non-current assets
Property, plant and
equipment
Mine development
costs and mine
plant facilities 320,476 - 320476 869 - 869 - - 321,345
Undeveloped
properties 110,645 - 110,645 - - - 19,020 - 129,665
Asset relirement
fund 7,033 - 7,033 - - - - - 7,033
Restricted cash 1,774 - 1,774 1,326 - 1,326 - - 3,100
Amounts due from
related parties 268 - 268 - - - - - 268
Exploration,
evaluation and
development - - - 14,444 {14,444) - - - -
Deferred tax asset - - - 19 - 191 - - 191
440,196 - 440,196 16,830 (14,444) 2,386 19,020 - 461,602
Current assets
Cash ana cash
equivatents 471,984 {100) 471,884 7,492 4,748 12,240 {36,800) - 447 324
Receivables and
prepayments 21,835 - 21,835 808 - BO8 - - 22,643
Investments held
for sale - 88,500 88,500 - - - - - 88,500
Inventories 289 - 289 - - - - - 289
Other current assels - - - 236 - 236 - - 236
494,108 88,400 582,508 8,536 4,748 13,284 (36,800) - 558,992
Total assets 934,304 88,400 1,022,704 25,366 (9,696) 15,670 {17,780} - 1,020,554
SHAREHOLDERS'
EQUITY
Share capital and
share premium 360,533 88,400 448,933 354,032 4,748 358,780 (338.214) - 468,499
Contributed surplus 10,644 - 10,644 27,584 - 27,584 (27,584) - 10,644
Accumulated
defigit (146,423) - (146,423) {359,985) (14,444) {374,429) 344,629 (90,000) (266,223)
224,754 88,400 313,154 21,631 {9,696) 11,935 (22,159) (80,000) 212,020
LIABILITIES
Non-gurrent liabillties
Financial liabilities
designated at fair
value 620,902 - 620,902 - - - - 90,000 710,902
Amounts owing tc
related parties 935 - 935 - - - - - 935
Assat retirement
obligation 7,551 - 7.551 1,334 - 1,334 - - 8,885
Deferred laxation 31411 - 31,411 191 - 191 4,389 - 35,991
560,799 - 660,799 1,525 - 1,525 4,389 90,000 756,713
Current liabllities
Accounts payable
and accrued
fabilities 41,745 - 41,745 2,149 - 2,149 - - 43,894
Taxation payabls 4,245 - 4,245 - - - - - 4,245
Provisions 2,761 - 2,761 61 - 61 - - 2822
48,751 - 48,751 2,210 - 2,210 - - 50,961
Total shareholders’
equity and liabilities 934,304 88,400 1,022,704 25,366 (9,696) 15,670 (17,780) - 1,020,594
Net asset value
[*MAV™) 224,754 88,400 313,154 21,631 (9,696) 11,935 (22,169) 212,920
Tangible net asset
value ("TNAV") 224,754 88,400 313,154 21,631 {9,696} 11,935 (22,169) 212,920
Total number of
shares 524,457,006 75,000,000 599,457,006 | 437806615 (413,655,909) 24,150,706 | 599,457,006 623,607,712
NAV/share (cents) 42.85 52.24 494 49.42 34.14
TNAV/shara {cents) 42.85 52.24 4.94 49,42 3494
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Unaudited pro forma income statement for the six months ended 30 June 2008

Aflease Aflease BMA BMA Combination BMA
Aflease adjustment adjusted BMA adjustment adjusted adjustments after
Note 2 Note 3 Note 4 MNote 5 Note 6 Note 7 Note 8
R’000 R'000 R'000 R'000 R'00D R'000 R'000 R’000 R'000
Revenue - - - - - - - _ _
Cost of sales - - - - - - - - -
Gross loss - - - - - - - - -
Sundry income - - - - - - - - -
General and
administrative
expenditure (9,081) - (9.081) (3.877) - (3877) - - (12,968}
Share options
expensed (4.070) - (4,070) (2.613) - {2,613) - - (6.683)
Exploration and
pre-feasibility
expenditure (13,073) - (13,073 - (2,805) (2,805) - - (15,878)
Transaction costs - - - - - - {29,800} - (29,800)
Fair value
adjustment on
financial liability 684 - 684 - - - - (90,000) (89.316)
Operating loss {25,550) - (25,550) (6,490) {2,805) (9,295) {29,800) (90,000) (154,645)
Interest received 33,229 - 33,229 418 - 419 {1.840) - 31,808
Interest paid (25,073) - {25.073) {71) - () - - (25,144)
Loss before
income taxes (17,394) - (17,394) (6,142) (2,805) (8,947 (31,640) {90,000} {147,981)
Taxation (2,353) - {2,353) - - - 515 - (1,838}
Net loss (19,747) - (19,747) {6,142) (2,805) (8,947} {31,125) (90,000) (149,819)
Headline earnings
adjustments - - - - B - - - -
Headline loss {19,747) - (19,747) (6,142) (2,805) (8,947) {31,125} (80,000) {149,819)
Weighted average
number of shares 524,186,173 75000000 599,186,973 | 437,803,269  (413,652,730) 24,150,539 | 599,457,006 - 623607545
Loss per sharg
- Basic {cents) 3.7 (3.30) (1.40) (37.05) (24.02)
- Headline (cents) (3.77) (3.30) (1.40) (37.05) (24.02)

Notes

1.

The pro forma balance sheet and income statement are based on the accounting policies adopted by Aflease, which are in
accordance with International Financial Reporting Standards. It is assumed that all changes and transactions described below are
effective on:

e 1 January 2008 for purposes of preparing the pro forma income statement and the financial information on earnings per share
and headline earnings per share.

s 30 June 2008 for purposes of preparing the pro forma balance sheet and the financial infarmatior: on net asset value per share
and tangible net asset value per share.

The “Aflease” column has been extracted from the published unaudited financial information of Aflease for the six months ended
30 June 2008.

The “Aflease adjustment” column reflects the impact of significant corporate action within Aflease after 30 June 2008 but prior to
the implementation of the scheme, as follows:

¢ The issue of 30 millian Aflease shares at R1.30 per share, reflected in the first set of financial information above, and the potential
issue of a further 45 million Aflease shares at an assumed R1,10 per share, reflected in the second set of financial information
above, to Trinity as described in paragraph 7.2 of this pre-listing statement. Transaction costs of R100,000 are set off against
share capital. The assumed issue price of the further 45 million Aflease shares is based on the market value of Aflease shares
as at 24 November 2008.

* |tis assumed that the Randgold shares are held for sale at fair value and that no fair value changes occur after initial recognition.

The "BMA” column has been extracted irom the published unaudited financial information of BMA for the six months ended
30 June 2008. Amounts have been converted from Australian Dollar to Rand at the following assumed exchange rates:
¢ |ncome statement: R7.10: AUDT.

« Balance sheet: R7.62: AUD1.
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5. The "BMA adjustment” column reflects the impact of significant corporate action within BMA and an accounting policy change after
30 June 2008 but prior to the implementation of the scheme, as follows:

* An entitlement issue and share options exercised totalling 45,207,511 BMA shares resulting in cash inflow of R4.7 million after
costs. The cosis are set off against share capital. No interest benefit on net cash raised is assumed in the income statement as
cash raised will be used io fund normal operating requirements.

+ Following the implementation of the above changes, a consolidation of BMA shares resulting in the reduction of BMA shares in
the ratio 20:1. Asscciated costs are assumed 1o be part of the transaction costs associated with the scheme.

¢ Historically BMA has elected to capitalise exploration costs in terms of AIFRS. Historically Aflease has elected 1o expense
exploraiion costs. The Aflease accounting treatment will be elecied post the scheme and the capitalised exploration costs in
BMA are therefore expensed, resulting in a reduction in the 30 June 2008 carrying value of the BMA asset of R14.4 million and
an expense of R2.8 million for the period ended 30 June 2008.

6. The "Combination adjustments” column reflects the impact of the business combination as proposed in the scheme. IFRS 3
Revised: Business Combinations is effective for the financial year ending 31 December 2010 but earlier adoption is permitted. BMA
will elect to early adopt IFRS 3 Revised: Business Combinations. The following is assumed and takes into consideration the
accounting principles relating to reverse acquisitions in terms of IFRS 3 Revised: Business Combinations:

* Aflease assets, liabilities and shareholders' equity are carried forward into BMA at their historic values.
* The issue of a minimum of 554,457,006 BMA shares and a maximum of 599,457,006 BMA shares in a 1:1 ratio to Aflease shares,

* The deemed acquisition value ¢f BMA is R26,6 million. This value is based on the number of issued shares in BMA before the
scheme, the relative number scheme shares and the market capitalisation of Aflease prior to the scheme based on the Aflease
share price of R1.10 as at 24 Novemnber 2008. The actual deemed acquisition value of BMA will be based on the market vatue
of the Aflease shares which would have had to be issued to give the BMA shareholdars the same perceniage equity interest in
the combined entity that results from the reverse acquisition at the acqguisition date.

* The BMA acquisition value less the value of BMA assets and liabilities amounts to R14.6 million and is allocated to undeveloped
properties. It is assumed that the historic book value of BMA assets and liabilities reflect their fair value, except for capitalised
exploration costs, which is assumed not to be capitalised in BMA in the future (refer note 5 above). A formal purchase price
allocation assessment has not yet been performed. Based on a preliminary assessment, the R14.6 million (before defarred tax
thereon} is aliocated to mineral resourcas, which will be amortised over the iife of mine, once mining commences. The asset for
mineral resources is assumed to be carried at full value within undeveloped properties as mining has not yet commenced.
The fair value of the consideration transferred and the fair value of the identifiable assets acquired and the liabilities assumed
in terms of IFRS 3 Revised: Business Combinations will need 1o be determined at the acquisition date. This will impact the
eventual fair value and nature of identified assets, intangible assets and the value of the resulting goodwili, if any, as applicable.
These assets will be subject to normal impairment testing.

* A deferred tax liability of R4.4 million on the mineral resources is calculated at the Australian company tax rate and is added to
the undeveloped properties.

» TJransaction costs amount to R36.8 million and are non recurring. Costs associated with the issue of shares of R7 million are
set off against share capital while other transaction costs are expensed in terms of IFRS 3 Revised: Business Combinations.
The interest impact on cash outflows is assumed at 10 percent before tax.

s Charges for IFRS 2: Share-based Payments, are assumed to be the same as reported. Charges for IFRS 2: Share-based
Payments, will have to be calculated as at reporting dates.

7. The convertible bonds in Aflease will be replaced with convertible bonds in BMA with adjustments to certain terms and conditions.
The fair value of the convertible bonds wili have to be recalculated at the effective date of the transaction. A fair value adjustment,
which will increase the carrying value of the liability, is assumed at RS0 million based on preliminary calculations and is charged
to the income statement. While fair value adjustments are accounted on an ongeing basis, the nature of this charge to the income
statement is non recurring as il relates directly to the replacement of the convertible bonds. The convertible bonds will need to be
fair valued at each reporting date and any movement will be charged or released through the income statement. For purposes of
the presentation of the pro forma earnings, no fair value movement has been assumed during the {inancial period. Refer additional
comment on the fair value adjustiment to the convertible bonds in note 9 below.

8. The "BMA after” column reflects the pro forma consolidated results for the enlarged BMA group. The number of shares at
30 June 2008 and the weighted average number of shares for the period then ended are for the BMA legal entity after the scheme.
Effectively one previous share in Aflease is equivalent to one BMA share per the “BMA after” column.

9. The trading update for Aflease dated 26 November 2008 refers to market movements after 30 June 2008 to date which have
resulted in the fair value of the convertible bonds liability reducing subsequent to the 30 June 2008 reporting date. While not a
consequence of the scheme, the current market movements are taken inlo consideration by the directors of Aflease in their
renegoliation of the terms for the replacement of the convertible bonds. Preliminary valuations of the bonds indicate that, currently,
the RO million fair value charge, as described in note 7 above, is absorbed by the positive fair value adjustments arising as a
consequence of the current market conditions. The net impact of these adjustments on the fair value of the convertibte bond liability
may theretore result in a significantly different carrying value of the convertible bond liability at the effective date of the scheme,
compared to the liability assumed in the pro forma financial information. On the assumption that the market relaled fair value
adjustrments to the convertible bonds result in a set-off of the R90 million impact of the renegotiation of the terms, the pro forma net
asset value per share would have been 43.80 cents to 48.58 cents and the pro forma earnings per share would have been
{10.34 cents) to (9.59 cents). Fair value changes will be determined at the effective date of the transaction.
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10. Other:

s The South African Institute of Chartered Accountants {SAICA) issued Circular 8/2007 (the Circular} at the request of the JSE
Limited (JSE}. The Circular provides detailed rules for the calculation of headline earnings as required by the JSE Listings
Requirements and requires disclosure of a reconciliation of headline earnings to the earnings numbers used in the calculation
of basic earnings per share in accordance with the requirements of 1AS 33: Earnings per Share. Disclosure of headline earnings
is not a requirement of IFRS.

» Diluted earnings per share are anti-dilutive.
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ANNEXURE 6

INDEPENDENT REPORTING ACCOUNTANTS’ ASSURANCE REPORT OF PWC ON
THE UNAUDITED PRO FORMA FINANCIAL INFORMATION OF BMA AND ON THE
UNAUDITED PRO FORMA BALANCE SHEET AND INCOME STATEMENT OF BMA
FOR THE SIX MONTHS ENDED 30 JUNE 2008

“The Directors

BMA Gold Limited

Level! 3, 100 Mount Street
North Sydney

NSW

2060

Australia

8 December 2008
INDEPENDENT REPORTING ACCOUNTANTS’ ASSURANCE REPORT

BMA Gold Limited ("BMA") has proposed a scheme of arrangement in terms of section 311 of the South
African Companies Act, 1973 (Act 61 of 1973), between Aflease Gold Limited (“Aflease”) and the ordinary
shareholders of Aflease (the “Scheme”). Following the conclusion of the Scherme, BMA proposes to list on
the JSE Limited (the “JSE™).

We have performed our limited assurance engagement in respect of the unaudited pro forma income
statement and balance sheet and the unaudited pro forma financial information of BMA set out in
paragraph 17 of the Detailed Pre-listing Information and Annexure 5 (together “the pro forma financial
information”} of the pre-fisting statement of BMA, to be dated on or about 19 December 2008 to be issued
in connection with the listing of BMA on the JSE Limited (the “Pre-listing Statement”). The pro forma financial
intormation has been prepared in accordance with the requirements of the JSE Listings Requirements, tor
illustrative purposes only, to provide information about BMA, had the corporate action been undertaken at
the date of the pro forma balance sheet being reported on or at the start of the reporting period of the
pro forma income statement being reported on.

Directors’ responsibility

The directors of BMA are responsible for the compilation, contents and presentation of the pro forma
financial information contained in the Pre-listing Staterment and the directors of Aflease and BMA for the
financial information from which it has been prepared. Their respensibility includes determining that: the
pro forma financial information has been properly compiled on the basis stated; the basis is consistent with
the accounting policies to be adopted by BMA,; and the pro forma adjustments are appropriate for the
purposes of the pro forma financial information disclosed in terms of the JSE Listings Requirements. Their
responsibility also includes the consideration of the going concern principle in the assessment of the
pro forma adjustments.

Reporting accountants’ responsibility

Qur responsibility is to express our limited assurance conclusion on the pro forma financial information
included in the Pre-listing Statement. We conducted our assurance engagement in accordance with
ISAE 3000: International Standard on Assurance Engagements applicable to Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information and the Guide on Pro Forma Financial
Information issued by The South African Institute of Chartered Accountants.

This standard requires us to obtain sufficient appropriate evidence on which to base our conclusion.

We do not accept any responsibility for any reports previously given by us on any financial information used
in the compilation of the pro forma financial information, beyond that owed to those to whom those reports
were addressed by us at the dates of their issue.
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Sources of information and work performed

Our procedures consisted primarily of comparing the unadjusted financial information with the source
documents, considering the pro forma adjustments in light of the accounting policies to be adopted by BMA,
considering the evidence supporting the pro forma adjustments and discussing the adjusted pro forma
financial information with the directors and management of the companies in respect of the corporate action.

In arriving at our conclusion, we have relied upon financial information prepared by the directors and
management of Aflease and BMA, the information presented by the directors and management to support
the going concern principle as at 30 June 2008 and other information from various public, financial and
industry sources. We have considered the appropriateness of the application of the going concern principle
as at 30 June 2008.

While our work performed has involved an analysis of the historical published financial information and other
information provided to us, our assurance engagement does not constitute an audit or review of any of the
underlying financial information conducted in accordance with International Standards on Auditing or
International Standards on Review Engagements and, accordingly, we do not express an audit or review
opinion.

In a limited assurance engagement, the evidence-gathering procedures are more limited than for a
reasonable assurance engagement and therefore less assurance is obtained than in a reasonable
assurance engagement. We believe our evidence obtained is sufficient and appropriate to provide a basis
for our conclusion.

Conclusion

Based on our examination of the evidence obtained, nothing has come to our attention, which causes us to
believe that:

* the pro forma financial information has not been properly compiled on the basis stated,

* such basis is inconsistent with the accounting policies to be adopted by BMA,

» the adjustments are not appropriate for the purposes of the pro forma financial information as disclosed
in terms of the Sections 8.17 and 8.30 of the JSE Listings Requirements.

PriceWaterhouseCoopers Inc
H P Odendaal

Director

Registered Auditor
Johannesburg”
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ANNEXURE 7

COMPETENT PERSON’S REPORT ON THE ASSETS OF AFLEASE IN SUPPORT OF
THE PROPOSED ACQUISITION OF AFLEASE BY BMA AND THE DUAL LISTING OF

BMA ON THE JSE
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EXECUTIVE SUMMARY

Summary of Principal Objectives

This Competent Person’s Report ("CPR") covers Modder East and Sub Nigel gold mines as well as all
of Aflease’s exploration sites. Mining, geclogy, infrastructure, environmental, hydrology and processing were
reviewed in arder to identify any potential risks. Also, included in the CPR is a review of the gold assets of
BMA Gold Limited.

This CPR also provides support for the acquisition of Aflease Gold Limited by BMA Gold Limited and the
dual listing of BMA Gold Limited on the JSE Limited.

Summary of Gold Assets

Aflease

The Aflease assets consist of two mining operations and 11 exploration project areas. The mining operations
are Modder East Gold Mine which is currently under construction; and Sub Nigel Gold Mine which is in the
feasibility phase of development.

There are nine exploration projects in South Africa ang one in Namibia and Mozambique. The location and
summary of the assets are shown in Figure 1 and Table 1, respectively.

BMA Gold

The BMA Gold assets consists of tour exploration areas and one mining licence. The mining operation was
the 309 Mine, however, mining ceased in April 2007. The location and summary of the assets are shown
in Figure 2 and Table 2, respectively.
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Legal Aspects

Aflease

A summary of the regulatory status of the Aflease gold assets are shown in Table 1.

Table 1: Regulatory Status of the Aflease Gold Assets

DME Mining Title Date Period of
Holder Project Type Reference Number Granted Right Hectares
Aflease Gold Sub Nigel 1 ML GP (28) MR Pending 15 Jul 2008 30 years 3013,3142
Aflease Gold Sub Nigel 4 & 5 PR GP (45) PR 50/2006 PR 28 Oct 2005 5 years 26433942
Aftease Gold Sub Nigel 6 PR GP (142) PR 236/2006 PR 1 .Jun 2006 5 years 3860,5435
Aflease Gold Sub Nigel 8 PR GP(260) PR Pending 29 May 2007 5 years 6540,7174
Aflease Gold Ventersburg 1 PR FS (24} PR Pending 15 Nov 2006 5 years 9757,8000
Aflease Gold Ventersburg 2 PR FS (477) PR 235/2008 16 Apr 2008 5 years 2842.0614
Aflease Gold Bothaville PR FS (482) PR Pending 16 Apr 2008 5 years 8514,1025
NKGM Turnbridge PR GP (31} PR 361/2006 PR 1 Jun 2006 5 years 1315,4880
NKGM Holfontein PR GP {139) PR 239/2006 PR 1 Jun 2006 5 years 2180,5
NKGM Modder East ML ML 15/2004 N/A 30 Apr 2004 5 years 3263,7643
NKGM Modder East MP GP {98) MP N/A 10 Apr 2008 2 years 1,5
Etendeka Etendeka — EPL EPL 3377 NfA 13 Dec 2005 3 years B85 685
Namibia
Noble Trade Tulo MC MC 557C N/A 28/03/2006 25 years 21760

Save that it is recorded that Aflease was notified in July 2008 by HSBC Trustee (C.1.) Limited of Jersey
(the “Trustee”) that Aflease is alleged to be in breach of the terms and conditions of convertible bonds
issued by Aflease to the Trustee, which is disputed by Aflease. The Aflease board is not aware of any
disputes, or any pending, legal or arbitration proceedings which have had, in the 12 months preceding the
date of this document, or which may have a material impact on the financial position of the Aflease group
and not provided for in the audited financial statements of the Aflease group for the financial year ended
31 December 2007 or the interim results for the six months ended 30 June 2008

BMA Gold
A summary of the regulatory status of the BMA Gold gold assets are shown in Table 2.
Table 2: Status of BMA Gold Gold Assets

Native Title

Registered Tenement Process

Tenement Holder Status Grant Date  Expiry Date Area Category
EPM 4459 Granted  23/10/1986 22{10/2009 6 sub-blocks ILUA
EPM 8693 Granted  06/03/1992 05/03/2002 16 sub-blocks ILUA
EPM 12012  Twin Hills Granted  06/04/2004 05/04/2009 10 sub-blocks ILUA
EPM 14585 OQOperations Granted  07/04/2005 06/04/2009 13 sub-blocks Expedited
Pty Ltd procedures

grant

ML 70316 Granted  16/12/2004 31/12/2019 731.1 Ha ILUA
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Aflease

The five properties Modder East, UC Prospect (Tribute), New Kleinfontein, Turnbridge and Holfontein
are located in the East Rand Basin, which forms part of the north-east quadrant of the Witwatersrand Basin.
The geological structure of the basin is relatively uncomplicated, and it has a much smaller effect on mining
operations than in other areas of the Witwatersrand Basin. The major economically exploited horizons
in the area are, in order from youngest tc oldest, the Black Reef, the Kimberley Reefs, and the Main Reef.
The Kimberley Reefs consist of a number of discrete quartz-pebble conglomerate units. The major
conglomerates that have been exploited in this zone are the UK3, UKSa or May Reef, UK9b, UK9¢, MK2
and MK1,

The A Reef and the Leader Reef are the targets reefs in the Ventersburg Project. The reefs lie within the
Turffontein and Johannesburg Subgroups, respectively, in the Central Rand Group.

The Bothaville Project is located between the Klerksdorp goldfield and the Free State goldfield. The project
area covers a shallow horst bounded by two major faults, the Taljaard's Dam Fault to the north and the
Concord Fault to the south. Aflease has done no physical work on the project, but drilling is planned from
2009 onwards.

BMA

The Twin Hills tenements are located within the Drummond Basis of Central Queensland. This basin hosts
a number of epithermal gold-silver deposits and occurrences including the Pajingo mine. Fault splays
of the prospective north to northwest striking Saint Ann's Fault Zone cut through the northern tenements.
To the east of the faull zone lies the unconformable contact between older Early Palaeozoic Anakie
Metamorphic Group (Anakie inlier) and the younger Late Devonian to Early Carboniferous volcanic,
volcaniclastic and sedimentary Drummond Basin sequences. There also exists open north-northwest
trending folds within the Drummond Basin which SRK considers may play a role in the mineralisation controls
in the region.
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Aflease
Table 3 shows the estimated exploration budget for the various projects for the next three years.

Table 3: Aflease Three-Year Exploration Budget

PROJECTS 2009 2010 2011 Total
Ventersburg 16 258 160 16 901 575 19 451 985 52611720
Bothaville 4 310 580 4 310 580 4 310 580 12 931 740
Etendeka 3 354 640 3 500 000 0 6 854 640
Tulo 18 876 400 6 022 633 5 093 600 29 992 633
Sub Nigel 1, 2, 3 3 416 600 2483 216 0 5899 816
NK/Turnbridge 50 000 0 0 50 000
Sub Nige! 4, 5, 6, 8 0 1 500 000 3000 000 4 500 000
Other Projects - SA 2 000 000 6 000 000 4 000 000 12 000 000
Other Projects - Africa 0 6 000 000 10 000 000 16 000 000
Rights Applications 50 000 100 000 100 000 250 000
Miscellaneous 100 000 100 000 100 000 300 000
Total 48 416 380 46 918 004 46 056 165 141 380 549

Aflease has estimated the budget for its exploration programme, over the next three years, will be
ZAR 141.4 million,

BMA Gold
BMA Gold has identified five main exploration targets in the Twin Hills area which would form the focus
of ongoing exploration activity. These targets consist of:

* Targets marginal to and within the interpreted pull-apart basin that is believed to control the currently
identified mineralisation within a 500 m radius of the 309 deposit.

* The southerly extension of the main structural and geochemical corridor between 309 and Lone Sister,
and in particular 2 000 m of strike length of the corridor which is covered by black soil plains.

« QOther potential 309 style targets which may lie beneath the Centipede and Micro Wave Tower West sinter
deposits which are also located in the narthern tenement blocks.

* Potential east-west oriented dilation zones in the Lone Sister West and Lone Sister South areas.
* Potential grass roots targets in the largely unexplored scuthern tenement block.

BMA estimate that based on the current pace of exploration an expenditure of between AUD 1 - 2 million
per annum over three years may be required to assess all of the current targets.
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Aflease

The Modder East Gold Mine is under constructions, however, the following key environmental issues have
been identified:

» Water Management - surface, groundwater and water usage;

* Acid Rock Drainage — run-off from tailings and rock dumps;

¢ Social and Labour Plan; and

s Closure.

The above issues have been addressed in the Environmental Management Plan which has been approved
by the Department of Minerals and Energy.

Each of the exploration project areas are covered by an approved Environmental Management Plan.

BMA Gold

Following the closure of the 309 Mine a revised Plan of Operations was lodged with the Queensland
Environmental Protection Agency (EPA). This plan consists of a two-year mine care and maintenance and
exploration plan to August 2009. The care and maintenance element of the plan largely relates to the
maintenance of the surface facilities as opposed to the underground workings which are now partially
flooded. BMA have stated that it is their intention to roll this plan over for another two years at which time
it will be reviewed based on the results of exploration at that time.

The EPA currently holds a financial assurance of AUD 138 353 which is intended to provide a provision for
the complete closure and rehabilitation of the operation.
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Mineral Resource and Reserve Statement

Aflease
The Mineral Resource statement for all the assets of Aflease is shown in Table 4.

Table 4: Aflease — Mineral Resource Statement

Metal

Classification Asset Tons Grade Content
(Mt) (g/t) (Moz)

Indicated Modder East 28.83 2.84 2.63
New Kleinfontein and Turnbridge 0 0 0

Spaarwater 2.98 3.21 0.308

Ventersburg Project 0 0 0

Total Indicated 31.81 2.87 2.94
Inferred Modder East 14.98 2.16 1.04
New Kleinfontein and Turnbridge 4.27 6.00 0.83

Spaarwater 2.393 4.89 0.38

Ventersburg Project 30.39 476 4.64

Total Inferred 52.033 412 6.89

The total Indicated Resource for all the assets of Aflease is 31.81 million tons at a grade of 2,87 g/t giving
a gold content of 2,94 million ounces.

it should be noted that a NI43-101 compliant Inferred Resources for Sub Nigel 6 of 5,26 million ounces from
48,25 million tons at a gold grade of 3,39 g/t was estimated and signed off by Charles Muller, a Competent
Person, of Minxcon, This Inferred Resource has been reviewed by SRK but not audited and, therefore, has
been excluded from the Resource Statement for the gold assets of Aflease.

BMA Gold
The Mineral Resource Staterment for BMA Gold is shown in Table 5.

Table 5: BMA — Mineral Resource Statement

Metal

Classification Asset Tons Grade Content
(Mt) (g/t) {Moz)

Measured 309 - - -
Lone Sister 0,080 10.3 0,026

Total Measured 0,080 10.3 0,026
indicated 309 0,250 82 0,066
Lone Sister 0,220 4.7 0,033

Total Indicated 0,470 6,56 0,099
Total Measured and Indicated 0,550 7.1 0,125
Inferred 309 0,180 99 0,058
Lone Sister 0,100 3.6 0,012

Total Inferred 0,280 7,65 0,070

The total Measured and Indicated Resource for the assets of BMA is 0,55 million tons at a grade of 7.11 gft
giving a gold content of 0,125 million ounces.

251



Ine consohngated Mineral nesourcCe slatement 10r Aflease ana BiviA 1S Shown 1IN 1able o.

Table 6: Consolidated Mineral Resource Statement

Metal

Classification Asset Tons Grade Content
(Mt) (aft) (Moz)

Measured BMA 0.08 10.3 0.026
Aflease - - -

Total Measured 0.08 10.3 0.026
Indicated BMA 0.47 6.56 0.099
Aflease 31.81 2.87 294

Total Indicated 32.28 2.93 3.03
Total Measure and Indicated 32.36 2.95 3.06
Inferred BMA 0.28 7.65 0.07
Aflease 52.033 412 6.89

Total Inferred 52.313 4.14 6.96

The total Measured and Indicated for the consolidated Mineral Resource Statement is 32,36 million tons
at a grade of 2,95 g/t giving a gold content of 3,06 million ounces.

Risks and opportunities have been covered in Section 9 of this Competent Person's Report.

This Executive Summary has been prepared under the direction of the Competent Person and is a true
reflection of the key areas covered in the main body of this Competent Person's Report. The Competent
Person in this case, is the Competent Person with overall responsibility for reporting of Mineral Reserves and
the compilation of this CPR is Collin Hey, PrEng (ECSA), FSAIMM, AMMMASA, MSc (Eng), MDP, who was
an associate consultant of SRK at the time of writing.

Evaluation Summary

The summary valuation for Aflease is based on an aggregation of the following:

* Net Asset Value for Modder East and Sub Nigel as represented by the Net Present Values determined
in Section 10.5;

* Valuation of the Ventersburg exploration property as discussed in Section 10.6;
* Unallocated corporate expenses valued on the basis of a DCF approach for the projected LoM plans; and
* Balance sheet adjustments to acceunt for debt and cash position at 30 June 2008.

The summary equity valuation for Aflease, which excludes any impact of Secondary Taxation on Companies
{STC), is presented in Table 7.
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Table 7: Aflease — Summary Equity Valuation at 1 July 2008

Asset/adjustment Unit Base Case

ZAR 7,80 =

usD 1,00

Gold Assets Modder East (Rm) 13850

Sub-Nigel (Rm) 25,0

Ventersburg Project (Rm}) 170,5

New Kleinfontein and Turnbridge (Rm) 29,8

Total Asset Valuation {Rm) 1610,3

Adjustments Unallocated Corporate Expenses (" (Rm) (119)

Environmental Liabilities @ (Rm) (21)

Exploration Expenditure ® {Rm) (122)

Net {debt)/cash at 1 July 2008 (Rm) 472

Equity Value {Rm) 1 820,7

Shares in issue {millions) © 525
DCF Value per share (R) )

- Aflease (R/share) 3,47

{1) Unallocated corporate expenses (general and administrative, head cffice and other costs that cannot be allocated by activity) for
LoM, discounted at 10,5% real DCF.

{2) The environmental liabilities applicable at 1 July 2008,

{3) Refer to Table 3.2 for undiscounted planned exploration expenditure.

(4) Net debti/cash position as supplied by Aflease as at 30 June 2008.

(5) Aflease advised SRK that the number of shares in issue as at 1 July 2008 was 524 782 006,

A major contributing factor to the success of the project is that it is well progressed and much of the large
equipment including the mill and large trucks are on site already.

The base mining cost of ZAR 204/ton milied for Modder East and an additional processing cost ZAR 40/ton
is considered realistic. These costs may vary 20% either way and are subject to inflationary pressure caused
by increasing fuel, cement, labour, food and electricity costs. The major capital has been expended, so there
is very little risk of a significant overrun.

SRK’s financial model has closely confirmed the cash flows, NPVs and IRRs as estimated by Aflease.
The margin at Modder East is high, and the project is insensitive to large variations in gold price, CAPEX,
OPEX, grade and plant recovery.

Concluding Remarks

In considering the valuation derived herein, SRK notes the sensitivity of Aflease to both macro-economic and
commodity price forecasts.

Non-achievement of the forecast gold prices will have a significant effect on the valuation of Aflease,
notwithstanding the benefits derived from a weakening Rand against the US dollar.

The views expressed by SRK in this CPR have been based on the fundamental assumption that the required
management resources and proactive management skills to access adequate capital necessary to achieve
the targets as set out in the LoM plans for the Modder East and Sub Nigei Mines.

SRK has conducted a comprehensive review and assessment of all material issues likely to influence the
future operations and/or exploration of the gold assets. The LoM plans for Modder East and Sub Nigel,
as provided to and taken in good faith by SRK, have been reviewed in detail for appropriateness,
reasonableness and viability. Where material differences were found, they were discussed with Aflease and
adjusted where considered appropriate. SRK considers that the resulting TEPs are based on sound
reasoning, engineering judgement and technically achievable plans, within the context of the risks
associated with the South African mining industry.
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A COMPETENT PERSON'S REPORT ON THE ASSETS OF AFLEASE GOLD LIMITED
{N SUPPORT OF THE PROPQOSED ACQUISITION OF AFLEASE GOLD LIMITED
BY BMA GOLD LIMITED AND THE LISTING OF BMA GOLD LIMITED ON THE JSE LIMITED

1. AFLEASE - INTRODUCTION

1.1 Background

SRK Consulting (South Africa) (Pty) Limited (“SRK") has been commissioned by the directors
of Aflease Gold Limited (“Aflease”) to prepare a Competent Person’s Report (“CPR") on Aflease’s
mining and exploration assets to support the acquisition of Aflease Gold Limited by BMA Gold
Limited ("BMA") and the dual listing by BMA on the JSE Limited ("JSE").

Aflease’s mining and exploration assets (gold assets) are made up of:

e A 100% interest in New Kleinfontein Mining Company Limited {("NKMC"), a public but unlisted
company, which in turn holds a 100% in New Kleinfontein Goldmine {(Pty) Ltd ("NKGM").
NKGM will be the operator of the Modder East Gold Project (“Modder East”) situated on the East
Rand. NKGM has the mineral rights to the Modder East, Holfontein, New Kleinfontein and
Turnbridge Gold Projects;

e Through its interest in NKMC, a 100% interest in New Kleinfontein Gold Claims (Pty) Ltd
(*NKGC")}, which has the mineral rights to the area known as UC Prospecting, which is adjacent
to Modder East and forms part of the Modder East Project;

* A 100% interest in the Sub Nigel Mining area which includes the defunct Sub Nigel Mine and
Spaarwater Mine, and portions of the gold prospects known as West Viakfontein and West
Spaarwater, situated on the East Rand (collectively termed “Sub-Nigel™). A 100% interest in the
Ventersburg Project Area (“Ventersburg Project”) situated in the Free State Goldfields;
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* A 100% interest in the Holfontein Gold Project {"Holfontein”};

« A 100% interest in Etendeka Prospecting and Mining Company (Pty) Ltd {"Etendeka™),
a company incorporated in the Republic of Namibia. Etendeka is involved in the exploration,
evaluation and development of mineral properties in Namibia and is funded by Aflease; and

* A 100% interest in the Tulo Gold Project {(“Tulo") in Mozambique.

Compliance

This CPR has been prepared under the direction of the Competent Person (the “CP”) who assumes
the overall professional responsibility for the document. The report, however, is published by SRK,
the commissioned entity, and accordingly SRK assumes responsibility for the views express herein.
Consequently, all references to SRK mean the CP and vice versa.

This CPR has been prepared in accordance with the requirements of Chapter 12 of the JSE Listings
Requirements. The Mineral Resources and Reserve estimates presented in this CPR have been
reported according to the SAMREC Code compiled by the South African Mineral Committee.

The valuation of the Material Assets uses a combination of discounted cash flow (*DCF"™), in situ
gold and exploration muttipliers according to the SAMVAL Code, which has been compiled under
the auspices of the South ‘African Mineral Committee. The SAMVAL Code incorporates the
principles of CIMVal Code (Canadian Institute of Mining, Metallurgy and Petroleum), the Valmin
Code {Australian Institute of Mining and Metallurgy) and the International Standards Committee,
and is consistent with international reporting practices.

This CPR has complied with all the requirements of Section 12.9 of the JSE Listings Requirements,
except for certain points as indicated in the compliance checklist, which were not applicable.

Effective Date

The effective date (the “Effective Date”} of this CPR and the information on which it is based
is deemed to be 1 November 2008.

To the best of the knowledge of SRK, there have been no material changes to Aflease since the
Effective Date.

Where pertinent, data has been updated since the Effective Date and prior to 20 November 2008.

Verification, Validation and Reliance

In compliance with the SAMREC Code 2007, this CPR has been prepared under the direction
of the Competent Person (*CP"), who assumes overalt professional responsibility for the document.
The CPR, however, is published by SRK, the commissioned entity, and accordingly SRK assumes
responsibility for the views expressed herein. Consequently, with ‘respect to all references to the
CP and SRK, ail references to SRK mean the CP and vice versa.

This CPR is dependent upon technical, financial and legal input. SRK has reviewed the technical
information as provided by Aflease. SRK has conducted:

* A review and assessment of all material technical issues likely to influence the estimation of
Mineral Resaurces for the Gold Assets;

* A review of mine-development study documentation and subsequent addenda on the Modder
East property compiled in January 2004, March 2005 and February 2006;

* A review of the Feas\ibility Study compiled on the Modder East Project in May 2006;

* A review of scoping study documentation with respect to the Sub Nige! and Ventersburg
Projects completed in June 2004,

s A review of exploration work and revisions to Mineral Resource estimates up to December 2005,

* A discussion and enquiry following access 1o key personnel based at the Gold Assets and
Aflease corporate office;

* A review and sign-off of the estimates and classification of the Mineral Resources and Mineral
Reserves for the Gold Assets as declared by Aflease at 3 January 2006,

* An examination of historical information and results made available by Aflease in respect of the
Gold Assets;




» Inspections of Modder East Mine underground and Ventersburg expleration sites during
August and September 2008,

s A review of Modder East Life of Mine Plan by Turgis in July 2008; and
« A Sub Nigel Pre-feasibility Study, completed in July 2007.

SRK has performed all necessary validation and verification of the information provided by Aflease
in order to place an appropriate level of reliance on such information. SRK considers that with
respect to all material technical-economic matters, it has undertaken sufficient investigations, both
in terms of level of investigation and level of disclosure.

1.4.1

1.4.2

1.4.3

Technical Reliance

SRK places reliance on Aflease's CPs that all technical information provided to SRK at the
time of writing is both valid and accurate for the purpose of compiling this CPR. SRK has
examined the processes used to estimate the mineral resources and comment on these
is set out in this CPR.

The information with respect to Mineral Resources for the Gold Assets was prepared under
the direction of the following people:

*» Modder East and Sub Nigel Mr Charles Muller, PrSciNat; and
¢ New Kleinfontein and Turnbridge Mr P M Camden-Smith, PrSciNat.

Legal Reliance

In consideration of all legal aspects relating to the Gold Assets, SRK has placed reliance on
legal due diligence reports prepared under the direction of Mr Michael Harrison BCom. LLB,
a director of Harrison Attorneys. According to Mr Pierre Kruger, B.Com LLB, H Dip Company
Law, Vice-President Legal and Company Secretary Aflease Gold Limited, there are
no material legal proceedings that may influence the rights to explore for or extract minerals
pending at Aflease. Mr Kruger confirmed that to the best of his knowledge, information and
belief, neither Aflease Gold Limited (“Aflease”) nor any of its subsidiaries is involved in any
form of criminal action or civil litigation nor, save as set out below, in any threatened
litigation.

He further confirmed that no event has occurred or is subsisting or, to the best of his
knowledge, information and belief, is about to occur that constitutes or results in or would
with the giving of notice andj/or lapse of time and/or the satisfaction of any other condition
constitute or result in a default or the acceleration of any obligation under any agreement,
instrument or arrangement to which Aflease is a party or by which it or any of its properties,
revenues or assets are bound and which would in any such case have a material adverse
effect on the business, assets or prospects of Aflease, save that it is recorded that Aflease
was notified in July 2008 by HSBC Trustee (C.|.) Limited of Jersey (the "Trustee”) that
Aflease is alleged to be in breach of the terms and conditions of convertible bonds issued
by Aflease to the Trustee, which is disputed by Aflease. The Aflease board is not aware
of any disputes, or any pending, legal or arbitration proceedings which have had, in the
12 months preceding the date of this document, or which may have a material impact on the
financial position of the Aflease group and not provided for in the audited financial
statements of the Aflease group for the financial year ended 31 December 2007 or the
interfm results for the six months ended 30 June 2008.

Financial Reliance

In consideration of all financial aspects relating to the gold assets and the summary
equity valuation of Aflease, SRK has placed reliance on Mr Christopher Chadwick, CA(SA),
Chief Financial Officer of Aflease, that the following information for Aflease is accurate
as at 1 July 2008:

* Gold price forecasts in USD;

« Inflation forecasts in respect of the Consumer Price Index (CP) for the United States and
South Africa;

* Unredeemed capital balances;
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1.5

1.6

ASSES5EeU 105565,
* Opening balances for debtors, creditors and stores;
* Working capital and taxation logic; and

* Balance sheet items, specifically cash on hand, debt and mark-to-market value of
derivative instruments (currency and commodity hedges).

Limitations and Reliance on Information

SRK’s opinion is effective at 1 November 2008 and is based on information provided by Aflease
throughout the course of SRK’s investigations, which in turn reflect various technical conditions
prevailing at the time of writing. These conditions can change significantly over relatively short
periods and as such the information and opinions contained in this report may be subject
to change.

This report includes technical information that requires subsequent calculations to derive subtotals,
totals and weighted averages. Such calculations may involve a degree of rounding and
consequently introduce an error. Where such errors occur, SRK does not consider them to be
material.

Qualifications of Consultant

SRK is a part of the global SRK Group hereinafter referred to as SRK. It consists of 700 staff offering
expertise in a wide range of rescurce engineering disciplines. SRK’s independence is ensured
by the fact that it holds no equity in any project. This permits SRK to provide its clients with conflict-
free and objective recommendations on crucial judgement issues. SRK has a demonstrated track
record in undertaking independent assessments of resources and reserves, project evaluations
and audits, CPRs and independent feasibility evaluations to bankable standards on behalf
of exploration and mining companies and financial institutions worldwide. SRK has also worked
with a large number of major international mining companies and their projects, providing mining
industry consultancy service inputs. SRK also has specific experience in commissions of this
nature.

This CPR has been prepared based on a technical review by a team of consultants sourced from
the SRK's offices in South Africa over a two-month period. These consultants are specialists in the
fields of geclogy, resource-and-reserve estimation and classification, underground and open-pit
mining., metallurgical processing, hydrogeology and hydrology, tailings management,
infrastructure, snvironmental management and mineral economics.

Neither SRK nor any of its employees and associates employed in the preparation of this report has
any significant beneficial interest in Aflease or in the gold assets, SRK will be paid a fee for this
work in accordance with normal professional consulting practice.

The individuals who have contributed to this CPR, who are listed helow, have exiensive experience
in the mining industry and are members in good standing of appropriate professional institutions:
* Mark Wanless, PrSciNat, BSc(Hons);

e Carel Roode, PrEng, BSc{ind Chem), Bcom, MSAIMM, FSAICE, AMICheme, MMMMA,
MSAWEK;

¢ Collin Hey, PrEng, MSc{Mining), FSAIMM, AMAMMSA, MDP;

* Wally Waldeck, PrEng, BSc(Mining); MBA FSAIMM, AMAMMSA,

» Peter Shepherd, Pr HydrSci, BSc(Hons), BSc {Geol and Hydro);

¢ Ebrahim Takolia, BEconSc, MBA, MSI, MSAIMM, ELP; and

¢ Victor Simposya, Pr.Sci(Nat), MSc(Mining), BSc(Mining Sci), MSAIMM.

The Competent Person with overall responsibility for reporting of Mineral Resources in this CPR

is Mark Wanless PrSciNat, BSc{Hons), who was a principal geologist of SRK at the time this
CPR was prepared.

The Competent Person with overall responsibility for reporting of Mineral Reserves and the
compilation of this CPR is Collin Hey, PrEng (ECSA), FSAIMM, AMMMASA, MSc(Eng), MDP, who
was an associate consultant of SRK at the time of writing. Collin is a mining engineer with 39 years'




experience in the mining industry and has supervised numerous due-diligence reviews and various
technical studies in southern Africa and internationally during the past five years.

The individuals who have contributed to this CPR in matters relating to the BMA assets, who are
listed below, have extensive experience in the mining industry and are members in good standing
of appropriate professional institutions:

* Jason Berton, BEc, BSc (Hons), MAusIMM; and
* Richard Clayton, MSc, BSc {(Hons), MAusIMM, CGeol.

Collin Hey is the "qualified person” (as such term is defined in SAMREC) who supervised the
preparation of and is responsible for the technical information in this pre-listing statement relating
to Aflease's projects (being the South African and Namibian projects referred to in Sections 3.2
and 3.3 of this CPR). Richard Clayton is the “qualified person” (as such term is defined in
SAMREC/JORC) who supervised the preparation of and is responsible for the technical information
in this pre-listing statement relating to BMA's projects {being the Australian projects referred to in
Section 15.1 of this CPR}.

Richard Clayton and Jason Berton are both employees of SRK which is the independent technical
expert to both Aflease and BMA.

Neither Richard Clayton nor Jason Berton nor any related party of them has, or within two years
of the date of this pre-listing statement had any direct or indirect beneficial interest in:

(i) Any asset acquired or disposed of by, or leased to, BMA;

(i} The share capital of BMA or (iii) the promotion of BMA.
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2.2

2.3

Introduction

This section gives a brief overview of Aflease and the gold assets including the location, historical
company developrnent, property description, historical results and legal status.

Aflease and Operating Structure

Aflease is a public company listed on the JSE under the Resources — Gold Mining Sector. Aflease
was formed in January 2006, fallowing the merger of certain assets (Modder East, UC Prospect,
New Kleinfontein, Turnbridge and Holfontein Projects) of the previous Aflease & Uranium
Resources Limited and the assets {Sub Nigel and Ventersburg Projects) of Sub Nigel Gold Mining
Company Limited ("SNGM"). The remaining assets of the previous Afiease & Uranium Resources
Limited had been merged with the assets of Southern Cross Resources Inc. to form Uranium One
Inc. (“Uranium One"), a Canadian company listed on the Toronto Stock Exchange (“TSX").
Uranium QOne, which has secondary listings on the JSE and the NASDAQ, and initially owned
80% of Aflease, however, this has been reduced to 36%.

The locality of the gold assets is shown in Figure 2.1.
A brief history of the company development of Aflease is shown in Table 2.1.

Table 2.1: Aflease — Brief History

Date Event

April 1957 The Afrikander Leases Ltd lists on the JSE

1984 Sub Nigel Geld Mining Company incorporated as a company

1986 Sub Nigel Gold Mining Company lists on the JSE

July 1998 The Afrikander Leases Ltd acquires the Klerksdorp assets from Anglo American
Corporation

Feb 2003 The Afrikander Leases Ltd acquires 100% of NKMC
Feb 2005 The Afrikander Leases Ltd changes its name to Aflease & Uranium Resources Ltd

Jan 2006 Certain assets of Aflease & Uranium Resources Limited and assets of Sub Nigel
Gold Mining Company are merged to form Aflease Gold Limited

QOverview of the Gold Assets

2.3.1 Modder East Gold Project (including UC Praspect)

Modder East Gold Project ("Modder East”) area is situated at latitude 26° 15° S, longitude
28° 20' E on the East Rand in the Gauteng province of South Africa, approximately 30 km
to the east of Johannesburg and south of the N12 highway to Witbank (see Figure 2.2).
Modder East covers an area of over 4000 ha of largely agricultural land, with the Daveyton
township at the far northern end of the property and Cowles Dam at the southern end.
The UC Prospect area is situated immediately southwest of the Modder East area
{Figure 2.2).

An exploration programme conducted by Aflease between February 2003 and
December 2005 identified significant areas of gold mineralization on the shallow Black Reef
in the southern portion of Aflease's exploration area.

Modder East is the amalgamation of the old Modder East Mine and a portion of the old
Modder “B" mining title area, which was initially registered in 1908 and ceased production
in 1956. The Modder East Mine was initially incorporated in July 1917, and production
began in 1920. By 1933, the milling rate had reached t million tons a year, with mining
occurring principally from the Main Reef. In 1962, the Modder East Mine was closed and
most of the surface infrastructure was partly reclaimed. No detailed production statistics or
records of underground work can be located.




During the 1980s, a small reclamation mining operation was carried out at Modder East
by Modder “B" Gold Mines, a reorganized subsidiary of Modder "B" Gold Holdings Ltd.
The UC Prospect property, which is contiguous with the southern boundary of Modder East,
was initially registered in the name of Union Corporation (Prospecting) South Africa, which
was subsequently amalgamated into Gencor South Africa Limited (*Gencor”). This property
was successively held by Grootvlei Proprietary Mines Ltd, Harmony Gold Mines and Petrex
(Pty) Ltd (“Petrex”) before being transferred to NKMC.

in 1993, Gencor (now Gold Fields Ltd) drilled 10 diamond core holes on the UC Prospect
and the southern portion of the Modder East area to investigate the Kimberley Reefs and the
Black Reef to the NE of the Grootvlei Gold Mine. Seven of the drill-holes intersected gold-
bearing conglomerates at relatively shallow depths (200 - 250 m below surface) across the
Black Reef with gold grades varying between 1,4 and 31,2 g/t gold over widths varying
between 200 mm and 600 mm. Several holes also intersected gold mineralization in the
underlying UK9a Reef of the Kimberley group. Old Gencor maps show that several other drill
holes had been drilled in the area before the Gencor period. Unfortunately, original drilling
records have been lost, including those for three drill-holes drilled near the boundary
between Modder East and UC Prospect by Harmony Gold Mine in 1994 and that apparently
did not intersect the Black Reef at the interpreted stratigraphic level.

In 2001, NKMC drilled three drill-holes (DD1-DD3) with two deflections each to verify
historical Gencor results on the Modder East project and investigate the Black Reef
and underlying Kimberley Reefs. The three drill-holes returned essentially simitar grades
aver similar thicknesses and confirmed the potential of the Black Reef as an attractive
shallow exploration target. A further 18 core holes {DD4-DD21) were drilled in 2002 — 2003
to investigate the lateral continuity of the Black Reef away from the previous drilling.
This drilling confirmed the lateral continuity of the Black Reef, with several drill-holes
returning gold accumulations in excess of 1 500 cmg/t gold.

In May 2003, a Competent Person's Report on the NKMC assets was issued by Camden
Geoserve cc., including a Mineral Resource estimate prepared for the Modder East property
by Camden Geoserve. This Mineral Resource included a Measured Mineral Resource
component totalling 1,34 Mt with an average gold grade of 7,7 g/t and an Inferred Mineral
Resource component of 1,4 Mt with an average gold grade of 7,0 g/t. At the time, SRK did
not consider that the Measured Mineral Resource was appropriately classified but believed
the component could support only an Indicated Mineral Resource classification.

During the second quarter of 2003, Aflease acquired 100% of NKMC (including Modder
East, UC Prospect, New Kleinfontein Gold Mine and Turnbridge) while exploration drilling
continued to yield encouraging results on the Modder East project. In the light of these
results, all exploration efforts were focused on Modder East and the adjoining UC Prospect
properties. In December 2003, an initial resource model was reviewed by SRK and
engineering design studies were initiated.

In September 2004, Aflease resumed drilling at Modder East in order to infill and expand the
previously delineated gold zones along the Black Reef. By December 2004, when a new
resource model was commissioned, seven additional drill-holes (DD22-DD28) had been
completed. Drilling continued in January, through all of 2005, and is ongoing. When SRK
visited the project in July 2005, two diamond-drill rigs were active, drilling drill-holes DD47
and DD48. By the end of 2005, drilling was in progress on drill-holes DD53 and DD54.
By that time, Aflease was in a position to declare resources on the Black Reef, Channel
Facies and UK9a and UK5a Kimberley Reefs.

Based on information provided by Aflease, it appears that the only Black Reef ore mined on
the Modder East property is the 117 000 tons mined by Grootvlei in terms of the Tribute
Agreement.

A brief history of production and exploration in the Modder East area is set out in Table 2.2.
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2.3.2

Table 2.2: Modder East — Historical Development

Date Activity

1908 — 1956 Production within the Modder “B” mining title area.
1920 - 1962 Extensive mining of the Main Reef in the Modder East area.

1980s Small reclamation mining at Modder East.

1982 — 1991 Limited mining of Main Reef Leader by subterranean mining.

1991 General Mining acquires the mineral rights to the area.

1963 General Mining explores the Black Reef channel, the Black Reef Buckshot

Pyrite Leader Zone (BPLZ) and Kimberley Reefs using aerial geophysical
surveys and diamond drilling.

1994 A number of holes drilled by Harmony Gold Mine.

2001 - 2004 NKMC conducts exploration drilling for Black Reef and Kimberley Reef
horizons.

Feb 2003 NKMC acquired by the Afrikander Leases Limited, as a 100% subsidiary.

Mar 2004 Mine-development study completed, to pre-feasibility study accuracy
limits.

Feb 2005 Following further drilling, resource and reserve revised to include Channel
Facies ores.

Dec 2005 Following further drilling, resource and reserve revised to include UK9a
and UK5a ores.

May 2006 Completion of Feasibility Study for Modder East by Turgis.

Jun 2006 NI 43-101 Technical Report by SRK.

July 2006 Competent Person's Report for proposed Black Empowerment.

Jun — Aug 2006 ITR completed by SRK - resource and reserve revised.

Oct 2006 Resource and reserve revised.

Jun 2007 Amendment to the Feasibility Study by Turgis.

Aug 2008 Technical Review of Aflease Gold assets by SRK.

New Kieinfontein and Turnbridge Gold Projects

The New Kleinfontein and Turnbridge sections are situated some 10 km west of Modder East
near the town of Benoni (Figure 2.2).

Gold was first discovered at New Kleinfontein during 1894. Gold mining began at the New
Kleinfontein Gold Mine, located on the northern flank of the East Rand goldfield, in 1897,
and at the closure of the mine in 1967, it is estimated that approximately 298 000 kg
(9,5 Moz) of gold had been recovered from 45,7 Mt of ore, principally from the Main Reef.

In 1999, an attempt was made to re-open the New Kleinfontein Gold Mine.
Following rehabilitation of the shaft infrastructure, small-scale scattered underground mining
and vamping began on the Main Reef, with a production of approximately 2500 Ymonth from
five shafts (No. 2, No. 4, No. 5, No. 6 and May Shaft). The ore was initially treated under a
toll agreement with Grootvlei Gold Mine, an adjacent operational mine. In June 2002,
a metallurgical plant was constructed at New Kleinfontein Gold Mine, with a capacity
of 2 500 t/month. Because of various operational problems and high costs arising from the
low tonnages to the plant, the operation failed to achieve profitability, and operations
at New Kleinfontein and the Turnbridge property were placed on care and maintenance
in May 2003.

Gencor also optioned the Turnbridge project during the 1980s and conducted limited
exploration work before returning the project to New Kleinfontein Gold Mining Co.

At Turnbridge, several studies were completed to evaluate the potential of the closed mine,
which is serviced by three shaits. The Glyn Shaft is an inclined shaft, whereas the No. 7 and
South Shafts are vertical shafts. Most work focused on evaluating the Glyn Shaft area.




2.3.3

One of the latest studies was conducted in 1996 by East Rand Proprietary Mines (*ERPM")
and considered the Glyn Shaft area. The documentation generated in this study included
digitized plans of sample data, representing channel-sampile data collected underground
and recorded on statutory plans submitted to the Inspector of Mines. The information was
reviewed by Camden Geoserve, on behalf of Aflease. In addition, some geostatistical
studies have been completed to support Mineral Resource estimates prepared for the Glyn
Shaft area by ERPM staff. ERPM also conducted some re-sampling activities within the
Turnbridge section and reconciliation data were examined by Camden Geoserve.

A brief history of production and exploration in the New Kleinfontein and Turnbridge area
is set out in Table 2.3,

Table 2.3: New Kleinfontein — Brief History

Date Event

1894 Gold first discovered at New Kleinfontein.

1897 - 1967 Gold-mining operations on the Main Reef at the New Kleinfontein.

December 1921  The Afrikander Lease incorporated as a company in South Africa.

April 1957 The Afrikander Lease lists on the JSE.

1980s Gencor conducts limited exploration work on Turnbridge.

1996 East Rand Proprietary Mines conducts some re-sampling exercises,
data reconciliation and limited geostatistical studies on the Glyn shaft,
Turnbridge.

July 1998 The Klerksdorp assets are acquired from Anglo American Corporation.

1999 New Kleinfontein mine reopened — small-scafe underground mining and
vamping.

2003 New Kleinfontein and Turnbridge placed on care and maintenance.

Jan 2006 Asset swap in the formation of Aflease Gold Limited.

Mar 2008 Mineral Resource audit by SRK.

Sub Nigel

Sub Nigel consists of areas that were formerly part of the old Sub Nigel Gold Mine and
Spaarwater Gold Mine (“Spaarwater”).

Sub Nigel is situated at latitude 26° 15’ S, longitude 28° 20' E on the East Rand in the
Gauteng province of South Africa, approximately 1 km northwest of Nigel and 10 km
northeast of Heidelberg (Figure 2.3). The area for which a mining-right application has been
submitted covers some 3 020 ha of largely agricultural land.

The old Sub Nigel Gold Mine was established in 1895 over the farms Noycedale 191 IR and
Croogebult 170 IR. Additional claims were gradually acquired on Grootfontein.

Shafts A, B, C, D, CV, No. 1 and Betty served the main production levels, and most are
still in usable condition. The No. 1 Shaft is about 900 metres deep and has been
re-commissioned and licensed. Sub Nigel Gold Mine mined the Main {Nigel) reef, with very
limited tonnages emanating from the erosion channel in the floor of the Main Reef. A brief
history of exploration, production and company development of Sub Nigel and SNGM
is shown in Table 2.4,
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2.3.4

Table 2.4: The Sub Nigel Gold Mine — Brief History

Date Event

1895 Sub Nigel established.

1909 Commenced mining operations on the Nigel Reef.

1971 Operations stopped and mine closed.

1984 SNGM formed and acquired Sub Nigel Gold Mine from Gold Fields.
1986 SNGM listed on JSE.

1985 Mine refurbished.

1992 Placed on care and maintenance.

Nov 2005 CPR by SRK.
Jan 2006 Formation of Aflease Gold Limited.

Records of the South African Chamber of Mines {Annual Report 1984) report that Sub Nigel
Gold Mine milled a total of 29,7 Mt from which 466 tons of gold (15 Moz) were recovered at
an average head grade of 15,7 git. The first declaration of gold production was in December
1909 and the final declaration of gold production was made in December 1971,

In 1984, the Sub Nigel Gold Mining Company Ltd ("SNGM") was formed and acquired
Sub Niget from Gold Fields. SNGM produced gold from 1987 to 1991. The production
records within the SNGM Annual reports list the histerical production results for 1987 to 1991
presented in Table 2.5.

Table 2.5: Historical Production — Sub Nigel Gold Mine, 1987 — 1991

Year Tons milled Gold recovered Yield grade
(kt) (kq) (gt)
1209 - 1971 29 698,0 466 486 15,71
1987 80,7 315 3,90
1988 2013 663 3,29
1989 2024 667 3,30
1990 178,6 634 3,55
1991 289 91 3,16
Total 30 389,9 468 856 15,43

Spaarwater Gold Mine is located immediately west of Sub Nigel on the East Rand in the
Gauteng province of South Africa (Figure 2.3). Spaarwater comprises Mineral Areas 4 10 5
and Mineral Area 6 over which prospecting right applications of extent 2 643 ha and
3 860 ha, respectively, have been approved. Spaarwater forms the western extension of the
Sub Nigel Pay Zone with its characteristic pay-shoot ore distribution pattern, and it was
exploited via Spaarwater No. 1 Shaft. Spaarwater mined the Main (Nigel) Reef, Spaarwater
mine was operated from 1947 to 1969, during which 2,56 Mt of ore was mined, yielding
0,85 Moz at an average head grade of 10,4 g/t.

The only other known development at West Spaarwater is an inclined haulage from Spaarwater
to the south-eastern corner of West Spaarwater, where there was limited reef development.

Ventersburg Project

The Ventersburg Project is situated at latitude 28° 05’ S, longitude 27° C0' E in the Free State
province of South Africa, east and southeast of the main Free State goldfields and
approximately 25 km southeast of Welkom (Figure 2.4). The Ventersburg Project lease area
covers some 11 000 ha of largely agricultural land. A second New Order Prospecting Right of
some 2 842,0614 ha contiguous with the Ventersburg Project, was granted on 16 April 2008.




2.3.5

2.3.6

The area has been explored by a number of South African gold-mining groups since the
mid 1940s. During the period 1948 to 1952, New Consolidated Free State Co., Gold
Fields Mining & Development and Free State Development drilled some 17 holes in the
Project Area.

After the first gold production at St. Helena Mine in October 1951, exploration drilling
intensified, and since 1975, when Union Corporation and Harmeny Gold joined the
exploration quest, an additional 60 holes were drilled, mainly in the period from 1986
to 1991.

In 2004, SNGM drilled hole WT1, which recorded an "A” Reef intersection of 4,78 gt over
1 372 mm, i.e. 656 cmgft, at a depth of 970 m below surface.

In the northern area of interest, where 49 of the 77 drill-holes were drilled, 32 holes (65%})
intersected the “A” Reef {(Kimberiey Horizon UK9), so additional definitive delineation drilling
is considered justified.

A brief history of exploration, production and company development of the Ventersburg
Project is shown in Table 2.6.

Table 2.6: Ventersburg Project — Brief History

Date Event

1948 - 1952  Diamond drilling of 17 holes by Consolidated Free State Co., Gold Fields
Mining & Development and Free State Development.

1986 - 1991  Diamond drilling of 60 holes by Union Corporation and Harmony Gold.
2004 SNGM drilled WT1, which gave prospective results.

2007 - 2008  Aflease commences diamond drilling in May 2007 and by the end
of July 2008, 21 diamond drill holes had been completed. Several more will
be drilled to complete this phase.

Holfontein Project

The Holfontein project area, situated at approximately latitude 26° 09' S, longitude 28° 30' E,
is contiguous with and due east of the Modder East Project. The Holfontein project straddles
the N12 highway to Witbank and covers 3 500 ha of largely agricultural land, with the
Etwatwa township at the far northern end of the property (Figure 2.2). The Holfontein
Hazardous Landfill Facility and an open clay guarry of Holfontein Brick Works are situated
on the eastern side of the project area.

The Holfontein {TCL) Gold Mining Company Ltd, a subsidiary of the Transvaal Consolidated
Lands & Exploration Company Ltd, was started on the farm Holfontein No. 1, situated
directly to the north of Welgedacht and east of Modder East. It is unclear when the
Holfontein gold mine started, but a share issued on 26 January 1937 gives some indication
of its vintage. A shaft was sunk in the south-eastern sector of the farm, and a small amount
of development was carried out on the Nigel Reef. The results were not encouraging,
as Holfontein was shown to lie at the northern end of a barren zone that stretches from there
to the eastern part of Marievale in the south (see Figure 3.4). Several drill-holes were drilled
but showed poor results.

The Welgedacht mine, immediately to the south of Holfontein, operated from 1948 to 1956,
producing 12 699 kg (0,4 Moz) gold from 3,0 Mt at an average grade of 4,2 g/t from the Nigel
Reef. Reports suggest that there may have been some potential for payable ore within the
Kimberley Reefs in the western part of the Welgedacht property.

Etendeka Project

The Etendeka project area is at latitude 19° 30' S, longitude 14° 35’ E in the Outjo district
of north western Namibia, approximately 400 km northwest of Windhoek and 350 km due
west of Tsumeb (see Figures 2.1 and 2.5). Etendeka was awarded an exclusive prospecting
licence (“EPL") over 65 685 ha. The EPL is on the scuth-western corner of the Etosha
National Park. SRK understands that limited exploration work has been carried out within the
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Etendeka Project area. While expleration work in the area during the 12970s and 1980s was
mainly directed at copper and gold mineralization within metasedimentary and volcanic
rocks of the Khoabendus Group, more recent geological features associated with iron oxide
copper-gold {("lOCG") deposits have been identified. Copper and gold mineratization has
been reported within late-stage, porphyritic high-heat production granite.

From information provided to SRK by Aflease, it appears that exploration expenditure
in Namibia has risen significantly over the past decade, but Namibia is still largely
under-explored in comparison to the exploration cost/production value ratios of 5% to 10%
cited by the World Bank. Exploration has previously been focused predominantly in areas
of bedrock exposure, which accounts for 46% of the surface area of Namibia. This trend
changed significantly with the release by the Geological Survey of Namibia of high-
resolution airborne geophysical data over 130 000 km? of highly prospective ground.
With the increased exploration in those areas, there is significant potential for additional
economic deposits, such as the gold skarns at Navachab, polymetallic paleokarst breccias
at Tsumeb, and strata-bound base metals at Rosh Pinah.

The EPL is adjoined by an extensive, exclusive reconnaissance licence ("ERL”) granted
to Teck Cominco {o the east and the Tevrede/Tevrede South EPLs to the west {Figure 2.5).
The Tevrede property has been explored intermittently during at least the past 15 years
by Bafex Exploration (Pty) Ltd, a Namibian company, and Boulder Mining Corporation,
a Canadian company listed on the Toronto Venture Exchange. According to Boulder Mining,
which has the right to earn up to 100% interest in the Tevrede project, Tevrede hosts
a number of large-scale targets defined by gravity anomalies in close spatial association
with mineralized outcrops and has the potential to host 10CG deposits.

2.3.7 Bothaville Gap Project

The Bothaville Gap Project lies south-east of the town Bothaville in the Free State province.
The area has been explored by several major mining companies, including Gold Fields
of South Africa, Gencor, JCI and Rand Mines. Mare than 30 bore holes have been drilled
into it, and several geophysical surveys have been made.

2.3.8 Tulo Gold Project

The Tulo Project is located in the Niassa Province in north-west Mozambiqgue. It is a remote
area with little infrastructure and poor access. The alluvial deposits, however, been mined
by artisanal miners from Tanzania and Mozambique for many years.

Tulo is a greenfields project with very little data available on the geology or mineralisation.
Canadian Kenmare Resources dritled approximately 13 diamond drill holes in the late-1990s
and delineated some 200 000 ounces of gold. The gold appears to be associated with
steeply dipping shear zones and associated quartz veins. Kenmare dropped the ground in
favour of its Mozambican heavy sands project, mainly due to the remoteness
of the project. Aflease’'s geclogists have visited the project area a few times and have
discovered a more direct route and some preliminary equipment has been purchased
as part of the alluvial mining

It is Aflease’s intention to mine the alluvial gold lying at the foothills of the primary source
to generate cash to plough back into the exploration of the primary gold deposits.
The budget to be spent on the project is outlined in Table 3.2.

2.4 Regulatory Environment

SRK has relied on legal due-diligence reports compiled by Mr M Harrison of Harrison
Attorneys on the gold assets that lie within South Africa. To the extent that certain rights and
authorizations for those assets have changed according to the requirements of MPRDA, SRK has
relied on documentation provided by Mr Pierre Kruger of Aflease that the changes are valid and
correctly made.

In respect of those assets, SRK notes that the period for registration of land claims was closed
during 2000 and the process of gazetting is dependent on investigation and consideration
by the appropriate regulatory authority, SRK has not received any information to indicate that tand




claims have been gazetted against the assets. According to Mr Pierre Kruger from Atlease, the
Bothaville Gap Project was issued a New Order Prospecting Right cavering the project area.

SRK has drawn on a report by Mr HG Veldsman for the description on the regulatory environment
in Namibia.

24.1

24.2

South African Law: The Minerals and Petroleum Resources Development Act

The MPRDA was promulgated by the South African Parliament during July 2002 and came
into effect on 1 May 2004.

Before 1 May 2004, mineral rights in South Africa were held privately or in some instances
by the State. With the enactment of the MPRDA, all mineral rights are vested in the State.
Transitional provisions in the MPRDA allow mining companies to convert their existing
‘old order’ rights to 'mew order rights. The transitional provisions contemplate three
categories of ald-order rights:

(a) unused old-order rights, which are mineral rights in respect of which no prospecting
permit or mining authorization had been issued under the former Minerals Act, No. 50
of 1997 (South Africa) (Minerals Act) or, where such an issue had occurred, no
prospecting or mining activities had taken place as of 1 May 2004,

(b) old-order prospecting rights, which are rights to prospect in respect of which
a prospecting permit had been issued under the Minerals Act and prospecting had
taken place prior to 1 May 2004; and

(c) old-order mining rights, which are rights to mine in respect of which a mining
authorization had been issued under the Minerals Act and mining had taken place.

Holders of unused old-order rights were required to apply for prospecting or mining rights
under the MPRDA within one year of 1 May 2004, i.e. before 30 April 2005,

Under the MPRDA, old-order prospecting rights and old-order mining rights and the related
permits and authorizations granted under the Minerals Act will continue to be valid for the
period granted under that legislation, subject to a maximum period of two years in the case
of old-order prospecting rights, and five years in the case of old-order mining rights.
To continue thereafter with prospecting or mining operations, holders of old-order rights are
required to apply within those periods to convert their rights to the ‘new order’ prospecting
and mining rights provided for by the MPRDA.

Under the MPRDA, prospecting rights will initially be granted for a maximum of five years
and can be renewed once upon application for a further period of up to three years.
Mining rights will be valid for up to 30 years and can be renewed on application for further
periods, each of which may not exceed 30 years. Provision is made for the granting
of retention permits in circumstances where prospecting has been completed but mining
is not commercially viable; such permits will have a term of not more than three years and
will not be renewable. A wide range of factors and principles (including proposals relating
to black economic empowerment, social responsibility and evidence of an applicant’s ability
to conduct mining optimally) will be prerequisites for the approval of such applications.

South African Law: The Mining Charter

In accordance with the provisions of the MPRDA, the Broad-Based Socio-Economic
Empowerment Charter for the South African Mining Industry (“Mining Charter”) was signed
on 12 October 2002 by the South African Minister of Minerals and Energy, representatives
of the South African mining industry and the South African National Union of Mineworkers.
The Mining Charter embraces a range of criteria against which prospecting and mining-right
applications and conversion applications will be considered. These criteria include issues
such as human resources development, employment equity, procurement, community and
rural development and ownership of mining assets by HDSAs. On the issue of ownership,
the Mining Charter requires that mining companies must achieve 15% HDSA ownership
of mining assets by 1 May 2009 and 26% by 1 May 2014. The Mining Charter envisages that
transactions directed at achieving the required HDSA status will take place in a transparent
manner and for fair market value.
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2.4.3

2.4.4

Applications for the conversion of old-order rights are assessed against a ‘scorecard’
promulgated by the South African Department of Minerals and Energy. The scorecard
covers human-resources development, employment equity, migrant labour, mine-community
and rural development, housing and living conditions, ownership and joint ventures,
beneficiation, and reporting. The scorecard does not indicate the relative significance
of each item nor does it provide a particular score that an applicant must achieve to be
in compliance with the Mining Charter and be granted new rights under the MPRDA (except
with respect 1o HDSA ownership).

South African Law: The Royaity Bill

The Mineral and Petroleum Resources Royalty Bill (“Rovyalty Bill") is still in draft form and has
undergone a number of revisions. The fourth revision of the Royalty Bill was tabled in June
2008, and it proposed the following formula to calculate the royalty rate:

* For refined mineral resources:

The royalty rate% = 0,5 + earnings before interest and tax x 100
gross sales of refined mineral resource x 12,5
* For unrefined mineral resources:

The royalty rate% = 05 + earnings before interest and tax x 100
gross sales of unrefined mineral resource x 9

The maximum royalty rate is 5% and 7% for unrefined and refined mineral resource,
respectively.

The royally is calculated by multiplying the gross sales by the royalty rate.

South African Environmental Legislation

This section covers a brief, broad-brushed summary of selected aspects of the legislation
applicable to the mining industry in South Africa. It must be noted that the Constitution of
South Africa is the overarching legislation of the country, with the legislation below being
ultimately governed by the Constitution.

* National Environmental Management Act (107 of 1998) ("NEMA”"}, as regulated by the
Department of Environmental Affairs and Tourism (“DEAT") and relevant provincial
departments of environment. This over-arches South African environmental legislation
and lays down basic environmental principles including: duty of care, polluter pays and
sustainability.

* MPRDA, as regulated by the Department of Minerais and Energy (“DME”). The MPRDA
replaces the Minerals Act and makes provision for equitable access to, and sustainable
development of, South Africa’s mineral and petroleum resources. Regulations under the
MPRDA set out the procedures for undertaking environmental-impact assessments
("EIAs") and for developing environmental-management programmes (“EMPs") for the
construction, operation and closure of mines. This includes the need for public
consuitation. The DME is responsible for approval of each EMP and for ensuring that
other regulatory authorities with an interest in the environment are consulted. In summary,
the EMP contains the environmental conditions of authorization for the development,
operation and closure of a mine. Existing mines should have an approved environmental
management programme report {("EMPR") in terms of the Minerals Act, and the MPRDA
makes provisions for transitional arrangements. A mine must convert old-order mining
rights to new-order mining rights by the 30 April 2009. A key requirement for new mines
or for the conversion process is the need for a social and labour plan ("SLP"),
a mine works plan {(*MWP"), proof of technical and financial competence as well as an
approved EMP,

* Mine Health and Safety Act (Act 29 of 1996), as regulated by the DME. This Act deals
with the protection of the health and safety of persons in the mining industry but has some
implications for environmental issues due to the need for environmental-health monitoring
within mine operations.




¢ National Water Act (36 of 1898}, as regulated by the Depariment of Water Anairs and
Forestry ("DWAF"). Chapter 4 stipulates that water uses (abstraction, storage, waste
disposal, discharge, removal of underground water and alteration to watercourses) must
be licensed. As with the MPRDA, there are transitional arrangements to enable permits
under the former 1956 Water Act to be converted into water-use licences (*“WULs").
The Act also has requirements relating to pollution control, protection of water resources
(specifically for mines, there is Regulation 704), dam safety (for dams with a capacity
greater than 50 000 m? and a dam wall higher than 5 m) and water-use tariffs.

» Atmospheric Poltution Prevention Act (45 of 1965), as regulated by DEAT. This Act
allows for emissions from scheduled processes to be controlled by means of a
registration certificate. Examples of such processes are smelters, furnaces, acid plants
and roasters. The Act is outdated and will be replaced shortly, when the National
Environmental Management: Air Quality Act (3% of 2004) is brought into force. The new
Act will allow for the setting of ambient air quality standards and more-onerous emissions
standards for identified scheduled processes.

+ Environment Conservation Act (73 of 1989) ("ECA"), as regulated by DEAT and DWAF
and relevant Provincial departments. Part V of this Act states that listed activities cannot
be undertaken without an environmental authorization. The process to obtain approval
includes public involvement and, if necessary, an EIA. In most cases, this is not
applicable as it is covered by the MPRDA, however, this must be agreed with the relevant
authorities. Section 24 of NEMA and associated new regulations will shortly replace these
provisions. Currently, mining is a listed activity in the draft regulations and as such, new
operations or expansions of existing operations would need to comply. Section 20 of this
Act also requires the permitting of waste disposal sites.

National Heritage Resources Act (25 of 1999), as regulated by South African Heritage
Resource Agency or relevant Provincial departments where established. This Act controls
sites of archaeological or culiural significance. Such sites must be investigated and,
where necessary, protected for the nation. Procedures for the relocation of graves are
also given.

Hazardous Substances Act (15 of 1973), as regulated by the Department of Health.
This Act controls the declaration of hazardous substances and control of declared
substances. It allows for regulations relating to the manufacturing, modification,
importation, storage, transportation and disposal of any grouped hazardous substance.

ECA, Forest Act (84 of 1998), Provincial Nature Conservation Acts and other Ordinances
as regulated by Provincial conservation authorities. These Acts ensure protection of
certain species of animals and plants. Permissions to move protected species are
required in certain cases.

National Nuclear Regulator Act of 1999 as regulated by the National Nuclear Regulator
("NNR"). Certificates of Registration are required for radiation sources above a certain
threshold. In particular, from an environmental perspective, the Act specifies the need for
a public hazard assessment to determine conservatively the risks to members of the
public.

L ]

Guideline for the Compilation of a Mandatory Code of Practice on Mine Residue
Deposits issued by the DME in 2000. This guideline makes implementation of a code
of practice mandatory for each tailings facility with compulsory adherence to the
SANS 10286, Code of Practice for Mine Residue Deposits.

Mining practices in South Africa are such that whilst individual operations are usually
materially compliant, strict tegal compliance can seldom be demonstrated and is rarely
enforced by the relevant regulatory authorities. Where minor/nominal non-compliance
occurs, this is generally not considered material to the continuation of future operations.
In cases where regulatory authorities are concerned about particular non-compliance
issues, a negotiated realistic way forward is usually agreed upon.

Environmental liability provisioning in the South African mining industry is a requirement
of the MPRDA and must be agreed with the relevant regulatory authorities (mainty DME and
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LWVAF]L Based on oouth Alricas requirements, and ior exising mines (anterent 1or new
mines}, monies are accrued annually in a trust fund based on the estimated environmental
rehabilitation cost should the mine have to close immediately divided by the operating life
of a mine. The South African Revenue Service approves such cantributions as there is a tax
benefit. For new mines and some older mines, additional bank guarantees, corporate
guarantees or insurance policies may be required.

Namibian Law

In Namibia, all mineral rights are vested in the state. The Minerals Prospecting and Mining
Act of 1992 (*"MPMA”) regulates the mining industry in the countiry. Policy has been
designed to facilitate and encourage the private sector to evaluate and develop mineral
resources. The Mining Rights and Mineral Resources Division in the Directorate of Mining
handle all applications for and allocation of mineral rights in Namibia.

Several types of mining and prospecting licence exist:

» Non-Exciusive Prospeciing Licences ("NEPL") - Valid for 12 months, these licences
permit prospecting non-exclusively in any cpen ground not restricted by other mineral
rights. Prospectors must furnish the Mining Commissioner with details of all samples
removed from the NEPL area.

* Reconnaissance Licences (“RL") - These licences allow regicnal remote sensing
techniques, are valid for six months {renewable under special circumstances), and can
be made exclusive in some instances. A geological evaluation and work plan need
to be submitted to the Mining Commissioner.

* Exclusive Prospecting Licence ("EPL") - Individual EPLs can cover areas not exceeding
1 000 km? and are valid for up to three years, with two renewals of two years each.
Two or more EPLs can be issued for more than one mineral in the same area. Geological
evaluation and work plans {(including estimaled expenditure commiiments) are
prerequisites prior to issuing of the licences.

¢ Mineral Deposit Retention Licenses (“MDRL") — These allow successful prospectors
to retain rights to mineral deposits that are uneconomical to exploit immediately. MDRLs
are valid for up to five years and can be renewed subject to limited work and expenditure
obligations.

* Mining Licences — mining licences can be awarded to Namibian citizens and companies
reqistered in Namibia. They are valid for the life of mine or an initial 25 years, renewable
for up to 15 years at a time. Applicants must have the financial and technical resources
to mine effectively and safely.

Before licences (excluding NEPL and RL) can be issued, all applicants are required
to complete an environmental contract with the Department of Environment and Tourism.
ElAs must be made with respect to air pollution, dust generation, water supply,
drainage/waste-water disposal, land disturbance and protection of fauna and flora.

Taxes

The minimum tax rate on a mining company is 25%. Most mining companies pay between
25% and 40%, with diamond mines taxed at 55%. Corporate tax of 40% applies to profits
from non-mining activities. Allowable tax deductions for mining companies are:

* All pre-production exploration expenditure is fully deductible in the first year of
production.

» Subsequent exploration expenditure is not ring fenced and is fully deductible in the year
it occurs, so that profits from existing operations can be used to fund exploration in any
part of the country.

» |nitial and subsequent development costs (including start-up capital and lcan finance)
are fully deductible in equal instalments over three years.

* Contributions to a fund for restoring the environment are fully deductible.




2.5

2.6

Royalties

Royalties to the State Revenue Fund are payable on exports of certain rough or semi-
processed minerals:

» 10% on rough and uncut precious stones;
* 5% on rough or unprocessed dimension stone; and
* 5% on any other mineral that can be economically processed in Namibia.

Basis for the Environmental Assessment

This section outlines the basis on which the environmental management aspects of the asset were
assessed. Specifically, comment is included on the status of environmental legislation applicable
to the asset; compliance with legislation and environmental authorisations; environmental policies
and management at the sites; key liabilities and risks over the life of the operation for each site;
and decommissioning and closure liabilities and risks.

It must be noted that the legislative review is undertaken from a technical basis and not through
legal opinicn, and does not necessarily reflect all legislation. This section of the report is based on:
discussions with relevant staff at the site; review of environmental and social documentation;
closure liability documentation; and site visits to inspect surface infrastructure at key sites.

For the purposes of this section a liability and risk are defined as follows: a liability can be assigned
a monetary value to be included in the financial model {e.g. costs associated with new storm water
containment); and a risk involves too much uncertainty to enable accurate cost predictions
to be made (e.g. possibility that more stringent requirements will be imposed by the regulator
in the future).

Risks or liabilities that would generally be addressed in terms of accepted environmental practice
and that do not have significant cost implications have not been discussed. Comments are made
relating to the nature of the risk/liability, the level of uncertainty and the manner in which it has been
addressed. in some instances, SRK has suggested a sensitivity contingency for items that are
not clear liabilities but where a preliminary cost estimate can be given to the potential risk.
Without a detailed costing exercise, these values should be used to test the sensitivity of the
financial model only and not taken as firm liabilities.

For the purposes of this CPR, the criteria used for assessment purposes are those required
by relevant host country legislation and generally accepted practice in the mining industry of the
host country, In line with the Sustainable Development concept of the triple bottom line, social and
economic issues have also been considered where relevant.

Project Status with respect to Regulatory Environment

2.6.1 Modder East Project (including UC Prospect, New Kieinfontein and Turnbridge)

SRK understands that NKGC, as the holder of precious claims, is allowed to utilize the
surface of the property for all activities necessary to prospect and mine for the precious
metals in and on the property. Nevertheless, Aflease informed SRK that it signed
an agreement with the Ekurhuleni Council at the end of March 2006 to lease 433,7918 ha
of Clovertield RE 75IR, which is needed for infrastructure and operations for a period
of 9 years and 11 months; the lease can be renewed for the same period. Aflease has the
right to mine and extract gold from a number of properties that constitute the Modder East
project. The salient aspects from the legal due-diligence repert and information provided
by Aflease are summarized in Appendix 1.

SRK was advised that Aflease had informed the DME of its intention, in terms of its rights
under the existing mining licence ML15/2004, to start with the sinking of a decline shaft.

Mining Right: Aflease is able to mine on the Modder East and UC Prospect properties
in terms of the existing mining licence ML15/2004, which is valid until 29 April 2009
(see Figure 2.2). Aflease has advised SRK the conversion application was lodged with the
DME in May 2008 for processing.

NKGM now holds a new order prospecting right for the area, granted on 1 June 2006 and
registered in the MTO on 29 August 2008 under 361/2006 (PR).
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2.6.2

2.6.3

2.6.4

2.6.5

EMPR: Aflease has an approved EMPR in terms of Section 39(1) of the previous Minerals
Act. The amended EMP for Modder East was approved on 4 October 2007 in terms of the
MPRD Act 28 of 2002. The amended EMP provides for, inter alia, the second shaft, plant and
tailings facility.

There are historical environmental liabilities associated with Aflease’s operations within its
licence area. A guarantee for ZAR 20.3 million has been provided to the DME in respect
of Modder East.

UC Prospect Area and Tribute Mining Arrangement

Aflease's wholly-owned substdiary, NKGC, owns the mineral rights to the area known
as UC Prospect ("UCP"). The area is adjacent to and to the west of Modder East.
The Grootvlei Mines (Pty) Ltd (Grootvlei) has a mining authorization over UCP and has
historically mined the UCP area under tribute from NKGC. On 13 February 2004, NKGC and
Grootvlei entered into an agreement in terms of which, inter alia:

¢ The tribute arrangement was terminated;

* NKGC granted Grootvlei approval in terms of the MPRDA to complete the mining of
a certain pre-developed area in UCP;

* Grootvlei was allowed to mine approximately 117 000 tons of Black Reef gold-bearing ore;
* Upon completion of the mining of the agreed pre-developed area within UCP, Grootvle
would abandon all mining activities in the UCP area; and

¢ Grootvlei would abandon its mining authorization over the UCP area and support any
application by NKGC in terms of its application for a mining authorization over UCP.

Grootvltei completed its mining by late 2005 and accordingly vamped the mined area
in terms of the agreement.

Sub Nigel

Prospecting Right: SNGM was granted a prospecting right over the Spaarwater Mineral
Areas 4-5 (Protocol Number 45) on 28 October 2005 (see Figure 2.4). (The salient aspects
are summarized in Appendix 1.}

SNGM was granted a Prospecting Right for Spaarwater Mineral Area 6, Protocol Number 142,
(see Figure 2.4) on 10 February 2006; the salient aspects are summarized in Appendix 1.

Mining Right: SNGM was the holder of an old-order mining right in terms of the existing
mining licence ML8/2003, which was granted for an indefinite period although the maximum
possible validity in terms of the MPRDA will be to 30 April 2009. As SNGM was not
conducting mining operations at the date the MPRDA came into effect, SNGM in its capacity
as a holder of an unused old-order right submitted a mining-right application over
Spaarwater Mineral Areas 1-3; it was accepted by the DME in a letter dated 28 April 2005,
SNGM submitted the Scoping Study, EIA, EMP and the results of consultation with the |APs,
as required. A new order mining right for gold and associated minerals was granted by the
Minister on 27 February 2008 and executed on 15 July 2008.

EMPR: An EMPR was approved for the Spaarwater Mineral Areas 1-3 on 15 July 2008
in terms of the MPRD Act 2002. Area 4 and 5 have a separate EMP in terms of the
prospecting right for the area.

Ventersburg Project

Prospecting Right: A second Prospecting Right was granted on 16 April 2008 for a further
2842.0614 ha contiguous with the original Prospecting Right.

EMP: An EMP was approved for the Ventersburg Project in terms of the MPRDA,

Holfontein Project
Prospecting Right: The Prospecting Protocol 139 was granted to Aflease on @ December 2005.
EMP: An EMP was approved for the Holfontein Project in terms of the MPRDA.




2.6.6

2.6.7

2.6.8

Etendeka Project

SRK has inspected a copy of the EPL 3377, which was granted to Etendeka in terms
of Section 70 of the MPMA for three years up to 12 December 2008. The EPL grants
Etendeka the exclusive right to explore for “Base and Rare Metals, Precious Metals and
Precious Stones” but excludes prospecting for semi-precious stones.

Written acceptance of the terms and conditions specified by the Mining Commissioner
in granting the EPL was given within the stipulated period. Aflease has assured SRK that
it has complied with key supplementary terms and conditions imposed on the EPL 3377,
as follows:

* Payment of an annual licence fee; and
¢« Commenced with prospecting operations within one month of the issue of the EPL.

An environmental contract has been entered into with the Ministry of Environment and
Tourism (“MET”) and Ministry of Mines and Energy ("MME") within one month of the date
of issue of the EPL. The terms of this contract were not available for review by SRK.

Bothaville Gap Project

Aflease was granted a New Order Prospecting Right on 16 April 2008, valid for a period of
five years over various farms in the Magisterial District of Bothaville in the Free State
Province. The Prospecting Right covers an area of 8 514.1025 ha and is known as the
Bothaville Gap Project. The proposed prospecting work consists of non-invasive
prospecting, such as mapping and magnetic surveys, and Invasive prospecting which
includes drilling.

The prospecting is budgeted to cost some ZAR 9.6 m over five years. This includes
rehabilitation costs of ZAR 10 000 per hole drilled. Table 2.7 shows a summary of the
regulatory status of the various exploration projects.

Regulatory Summary of Projects
Table 2.7 shows a summary of the regulatory status of the exploration projects.

Table 2.7: Summary - Regulatory Status of the Projects

DME  Mining Title Date Period of

Holder Project Type  Reference Number Granted Right Hectares
Aflease Gold Sub Nigel 1 ML GP{28) MR Pending 15Jul 2008 30 years 3 013,3142
Aflease Gold Sub Nigel 4 & 5 PR GP(45)PR  50/2006 PR 28 Oct 2005 5vyears 26433942
Aflease Gold Sub Nigel 6 PR GP({142)PR 236/2006 PR 1Jun 2006 Syears 38605435
Aflease Gold Sub Nigel 8 PR GP({260) PR Pending 289 May 2007 Svyears 6 540,7174
Aflease Gold Ventersburg 1 PR FS {24) PR Pending 15 Nov 2006 b5years 9 757,8000
Aflease Gold Ventersburg 2 PR FS{477) PR 235/2008 16 Apr 2008 Syears 28420614
Aflease Gold Bothaville PR FS(482) PR Pending 16 Apr2008 5Svyears 8514,1025
NKGM Turnbridge PR GP(31}PR 361/2006 PR 1Jun 2006 Svyears 1315,4880
NKGM Holfontein PR GP({139) PR 239/2006 PR 1Jun 2006 5 vyears 21805
NKGM Modder East ML ML 15/2004 N/A 30 Apr 2004 Syears 32637643
NKGM Modder East  MP  GP {88) MP NfA - 10 Apr 2008 2 years 1,56
Etendeka Etendeka- EPL EPL 3377 N/A 13 Dec 2005 3years 65 685
Namibia
Noble Trade Tulo MC MC 557C N/A - 28 Mar 2006 25 years 21760
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3. AFLEASE - GEOLOGY

3.1 Introduction

This section describes the geology of the gold assets; the nature, geometry and structural
complexity of the ore bodies and the regional setting of the deposits.

3.2 South African Projects

321

3.2.2

Witwatersrand Basin Geology

Witwatersrand Basin operations are mostly deep-level underground mines exploiting
gold-bearing, shallow dipping, tabular bodies that have collectively produced more than
50 kt (1608 Moz) of gold over the past 115 years.

The Witwatersrand Basin comprises a total of 6 km vertical thickness of predominantly
arenaceous and rudaceous sedimentary rocks of the Central Rand Group, and
predominantly argillaceous sedimentary rocks of the underlying West Rand Group, situated
within the Kaapvaal Craton. The preserved basin, within which those sedimentary rocks are
preserved, extends laterally for some 300 km east-northeast and 150 km south-southeast.
The sedimentary rocks generally dip at shallow angles towards the centre of the basin,
though this may vary locally. The sedimentary rocks of the basin outcrop south of
Johannesburg, but further to the west, south and east they are overlain by up to 4 km
of Archaean, Proterozoic and Mesozoic volcanic and sedimentary rocks. The Witwatersrand
Basin sedimentary rocks themselves are considered to be of the order of 2 700 to
3 100 million years old (see Figure 3.1) for the general geology of the Witwatersrand Basin).
Cre bodies exploited within the basin consist predominantly of narrow (0,1 to 2 metres
in thickness) quartz-pebble conglomerate units that frequently display significant lateral
centinuity within local gold-mining districts.

Modder East {and UC Prospect)
Geological Setting

The five properties Modder East, UC Prospect (Tribute), New Kleinfontein, Turnbridge and
Holfontein are located in the East Rand Basin, which forms part of the north-east quadrant
of the Witwatersrand Basin. The geological structure of the basin is relatively uncomplicated,
and it has a much smaller effect on mining operations than in other areas of the
Witwatersrand Basin. The major economically exploited haorizons in the area are, in order
from youngest to oldest, the Black Reef, the Kimberley Reefs, and the Main Reef.
The Kimberley Reefs consist of a number of discrete quartz-pebble conglomerate units.
The major conglomerates that have been exploited in this zone are the UK3, UKSa
or May Reef, UK9b, UK9c, MK2 and MK1. Other reefs have been mined to a lesser extent.
All those reefs, except the Black Reef, are part of the Central Rand Group, and the Main
Reef, the oldest in the sequence, lies within the lowest formation of the Central Rand Group,
immediately overlying the West Rand Group. The Black Reef forms the base of the overlying
Transvaal Supergroup and is much younger than the reefs in the Centrai Rand Group.
Figure 3.2 shows the stratigraphic column for the Modder East Project and surrounding
formations in the East Rand Basin.

The East Rand Basin is separated from the Central Rand by an anticline known as the
Bokshurg Gap. East of Boksburg, synclines and anticlines trending north-northwest to
south-sotutheast are developed within the Witwatersrand stratigraphy. Those structures have
played an important role in the depositional history and distribution of the gold bearing
conglomerates in the area. The Viogels Fault is a significant left lateral strike-slip fault with
a horizontal displacement of approximately 1 000 m. Pay shoots within the displaced
Witwatersrand gold-bearing reef units can be matched across the fault. in comparison with
other portions of the Witwatersrand Basin, the East Rand Basin has had a relatively simple
structural history. The Johannesburg Subgroup in the East Rand consists of predominantly
gquartz arenite and conglomerates, which occur at the base and top of sedimentary
successions. The Main Reef occurs at the interface of the Central Rand Group and the lower
West Rand Group. Qverlying the Johannesburg Subgroup is the Turffontein Subgroup.
The most significant econamic unit in this package is the UK9a reef of the Kimberley Group,
occurring in the upper, coarser part of the succession.
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The principal target at Modder East is the Black Reef, which dips relatively shallowly to the
south at between 2° and 5°. It overlies, unconformably, the Kimberley Reef sedimentary
rocks that also dip to the south. Three distinct facies have been noted in the Black Reef at
Modder East, namely the Channel, the Blanket and the Buckshot Pyrite Leader Zone facies.

The Channel Facies occurs in incised channels cut into the underlying Witwatersrand
Supergroup rocks and is thought by some geologists to have derived most of its
gold content from reworking of eroded Kimberley and Main Reef conglomerates.
The channels tend to be narrow, with steep channel edges, and they can be locally very
deep. The channels are frequently developed on older dykes, faults or more-easily
weathered formations. The channels can also have exceptionally high grades in places.

The Blanket Facies overlies the Channel Facies, or lies directly on Witwatersrand sediments
where the Channel Facies is not developed. The Buckshot Pyrite Leader Zone facies
("BPLZ") occurs above the Blanket Facies and consists of well-packed, generally porous
buckshot pyrite, interlaminated with clean quartzite, and locally containing graphite
stringers. The Malmani Dolomite overlies the Black Reef. Figure 3.3 displays north-south and
east-west sections though the Modder East Project.

The Main Reef has historically been the most extensively exploited reef in the East Rand
Basin. The conglomerate is typically well sorted and made up of mainly vein-quartz pebbles
with abundant pyrite within the conglomerate matrix.

Structure

The geoclogical structure of the Black Reetf in the Modder East area is thought to be relatively
simple, with shallow dips to the west dominating, and there is little evidence for large-scale
faulting in the exploration area. A fault with a 10 m down-throw to the east has been
interpreted from the drilling, and it trends north-west to south-east, following the regional
fault pattern. A number of north-west trending Pilansburg-age dykes intrude along the
regional faults. The footprint of the Black Reef target and drill-hole iocations are shown
in Figure 3.3.

Mineralization

Gold mineralization in the BPLZ is thought to be hosted within the Buckshot layers, either
contained in the buckshots themselves or occurring in the matrix. Gold mineralization
is erratic throughout the Blanket Facies, with no clear consistently mineralized horizons.
The economic potential of this facies is limited due to the erratic nature of the gold
distribution and the low grades returned from samples of this horizon.

Black Reef channels carry highly erratic gold mineralization in deposits of varying width,
depth and extent. Gold mineralization is nuggety and locally concentrated.

New Kleinfontein and Turnbridge

The Main Reef has well defined pay shoots oriented roughly north-west to south-east, and
these features are interpreted to be a result of channelized flow within an alluvial
depositional environment of a braided fan system. The channel thickness varies from
a single pebble layer to up to three metres. The conglomerate is typically well sorted, and
made up of mainly vein-quartz pebbles. New Kleinfontein is in the proximal portion of the
major pay shoot (Figure 3.4), while Turnbridge straddles the margin of the pay shoot and
extends further south into a more distal environment.

Holfontein

A small amount of development was carried out on the Nigel Reef in the south-eastern
sector of the farm. The results were not encouraging, as Holfontein was shown to lie at the
northern end of a barren zone that stretches from there to the eastern part of Marievale
in the south (see Figure 3.4). Several drill-holes were drilled but showed poor results.

Reports suggest that there may have been some potential for payable ore within the
Kimberley Reefs in the western part of the Welgedacht property immediately to the south
of Holfontein.




3.2.3 Sub Nigel

Geological Setting

The Sub Nigel Gold Mine is located in the East Rand Basin, approximately 12 km due south
of Modder East. The southern and eastern limits of the East Rand Basin are defined by the
outcrop and sub-outcrop trace of the Nigel Reef, which is the main mineralized unit of the
Central Rand Subgroup of the Witwatersrand. Within the East Rand Basin, the upper
members of the Kimberley Conglomerate Formation become poorly mineralized towards the
south and are practically absent within the Sub Nigel and Heidelberg areas. The Nigel Reef
is the considered to be the stratigraphic equivalent of the South Reef of the Central Rand
area (see Figure 3.2). Within ERPM, the South Reef transgresses its footwall towards the
east, progressively eliminating each of the underlying reef units within the Main Reef group.
In eastern ERPM, the South Reef is the only developed mineralized unit that extends
eastward into the East Rand Basin. Despite this, the Nigel Reet has also been referred
to as the Main Reef within the East Rand Basin. Within this report, references to the
Main Reef and the Nigel Reef should be regarded as synonymous.

Structure

The footwall beneath the Main Reef within the East Rand Basin consists of a gently foided
succession, consisting of a set of synclines and anticlines trending north-northwesterly.
The New Kleinfontein-Sub Nigel pay shaoot appears to be broadly coincident with a centrally
located synclinal axis running through the East Rand Basin (Figure 3.4). Within Sub Nigel,
the Main Reef is developed on a grey, banded, shale footwall that is overlain to the west
on Spaarwater by argiliceous quartzites. The payable area of Main Reef within Spaarwater
appears to be related to the quartzite footwall as opposed to shale footwalls elsewhere,
Within the majority of Spaarwater, the Main Reef is developed above a shale footwall but
is characterized by low grades. To the north of Sub Nigel, the Footwall Reef sub crops
against the Main Reef. The middling between the Footwall and Main Reefs is a grey shale
unit, locally arenaceous.

The Vogels Fault, a sinistral strike-slip fault, runs in an easterly trend across the East Rand
Basin, transgressing through East Daggafontein, Vogelstruisbult and Viakfontein, north
of Sub Nigel. Within Sub Nigel and Spaarwater, there are smaller, easterly trending faults.

Mineralization

Extensive mining has taken place on the Main Reef within Sub Nigel. Mapping of the stoping
and development that has taken place on the Main Reef within the East Rand Basin reveals
the presence of a shoot with a total width exceeding 3 000 m, trending south-southeasterly
from the New Kleinfontein Gold Mine on the northern flank of the East Rand Basin, through
Vlakfontein and into Sub Nige! (Figure 3.4). This shoot appears to consist of a large number
of individual channels or mineralized shoots with a prominent south-southeasterly trend and
closely grouped within this main pay shoot. This pay shoot is bounded to the west by a zone
characterized by low payability on the Main Reef. East of the New Kleinfontein-Sub Nigel
pay shoot , an extensive area of the Main Reef has been mined, including the Van Ryn Deep,
Modder Deep, Modder B, Geduld, East Gadoid, Grootviei, East Daggafontein, Daggafontein
and Vogelstruisbult Gold Mines. Smaller subsidiary pay shoot areas have been identified
within the Spaarwater and Wit Nigel areas. These latter shoots resembile individual channels
or channel complexes that collectively make up the New Kleinfontein-Sub Nigel pay shoot.
Within the Wit Nigel area, the Main reef is best developed either within laterally restricted
erosional channels that have incised the quartzites in the Main Reef footwall or within areas
where the footwall consists of argillaceous quartzites.

Locally, erosion-channel features are encountered within the foctwall of the Main Reef. These
features are incised into the Jeppestown footwall beneath the Main Reef. They are filled with
pyritic quartzites, quartzites and conglomerates; mineralization is frequently restricted to the
pyritic quartzite fill within these transgressive, laterally restricted bodies.

291



292

J.2.4

3.2.5

Ventersburg Profect
Geological Setting

The Ventersburg Project is in the southern Free State approximately 10 km east of Virginia
and a similar distance south of Hennenman. The A Reef and the Leader Reef are present
within the project area. Those two reefs lie within the Turffontein and Johannesburg
Subgroups respectively, in the Central Rand Group, shown in the simplified stratigraphic
column in Figure 3.5. The project area is approximately 15 by 4 km; economically significant
gold grades on the A Reef are, however, restricted to a relatively small area (approximately
3 km by 3 km) within the northernmost part of the project area. Gold Fields drilied
approximately 33 diamond drill-holes within this sector of the project area; the drill-hole
spacing varied from 500 m to more than 1 000 m.

Structure

The western boundary of the project area straddles the north-northeasterly trending
Virginia Fault, with the project area located within the northerly trending graben, bounded
to the west by the Virginia Fault and east by the Ventersburg Fault (Figure 3.6). The project
area is transected by several large-scale easterly trending normal faults, with downthrows
to the south. The A Reef dips shallowly to the west, east of the Virginia Fault.

Mineralization

A single intersection of the Leader Reef has economically significant grades (WDR-1
intersected a channel of 610 mm, with an average grade of 22,7 gft) but falls outside the
area of interest. All other intersections of the Leader Reef have failed to show economically
significant mineralization.

The A Reef is located anywhere from several tens of metres to more than 100 metres above
the Leader Reef. intersections of the A Reef within the area of interest yielded a range
of results, from 0.4 gft over a 457 mm channel (0,4 gft over 457 mm) to 30,35 g/t over
270 mm, 1,31 g/t over 953 mm, and 4,98 g/t over 1 853 mm. Most of the intersections accur
at depths ranging from 529 m to 856 m, although the western edge is shallower (300 fo
400 m) and the south-western corner deeper (below 1000 m). The drill-hole locations
within the area of interest and a schematic east-west section across the area are shown
in Figure 3.6.

Bothaville Gap Project
Geological Setting

This project is located between the Klerksdorp goldfield and the Free State goldfield.
The project area covers a shallow horst bounded by two major faults, the Taljaard’s Dam
Fault to the north and the Concord Fault to the south. Aflease has done no physical work
on the project, but drilling is planned from 2009 onwards. However, in the past, 38 bore
holes have been drilled by various companies. The target appears to have been the A, B
and Leader reefs but the grades tended to be very low.

Structure

The area of interest is bounded by the two major faults that frend southwest to northwest.
The northern part of the prospecting right is dominated by several faults trending east-west
and the Stukpan Carbonatite. Although little information has been published, diamond
drilling has indicated that the mineralized reefs are disrupted.

Mineralization

The drill-holes have recorded variable grades for both reefs, althcugh grades have tended
to be low. Only one notable intersection has been recorded on the A Reef, at 7.5 g/t over
680 mm. Further drilling is warranted, especially as large areas have not been drilied.




3.3 Namibian Project

3.3.1

3.3.2

Regional Geology

The Kamanjab Inlier is a Palaso- to Meso-Proterozoic inlier within the Neo-Proterozoic
to Palaeozoic Damara Orogen of Namibia, situated in north-western Namibia. The Kamanjab
Inlier extends for some 250 km in an east-west direction and is up to 110 km wide.
The Maokolian-aged rocks of the inlier include: the Huab Metamorphic Complex (ca 2 Ga),
a basement sequence; the Khoabendus Group (ca 1,8 - 1,6 Ga), a supra-crustal sequence
of volcano-sedimentary rocks; and the Fransfontein Granite Suite (ca 1,7 Ga). Although the
geological setting and age relationships of these rocks are poorly understood, it is thought
that the Huab basement was subjected to intra-continental rifting with volcanism and
sedimentation forming the Khoabendus lithologies. The Fransfontein Granite Suite then
intruded the systerm. The geoclogy and mineral occurrences are shown in Figure 3.7.

The Huab Metamorphic Complex consists of upper amphibolite facies, ortho-
and paragneisses, granites and metabasite dykes. This complex is one of several such
Palaeo- to Meso-Proterozoic complexes that occur in Namibia as metamorphic inliers within
younger sequences.

The Khoabendus Group is best preserved in the western part of the Kamanijab Inlier and
consists of the basal West End Formation overlain by the Otjovazandu Formation. The West
End Formation consists of a package of intermediate to acid volcanic tuffs and lavas
up to 1 000 m thick. This package has been intruded by a number of acid to intermediate
intrusives, chiefly quartz-monzonitic to granodioritic in composition, granites and
grancdiorites of the Fransfontein Granite Suite. The basal part of the Otjovazandu Formation
consists of up to 2 000 m of felsic instrusives and lavas with intercalated quartzitic lenses.
Overlying these is an upper portion that includes a basal ortho-quartzite, tuffaceous
quartzite, banded iron formation, argillite and dolomites. This sequence is intruded
by a number of basic to intermediate lithclogies.

Major structural features are present, including the Rehderstal Fault, a zone of displacement
trending east-west, and cataclasis that extends for more than 120 km. The major faults
appear to have been reactivated during the Damara Orogen.

Previous exploration nearby to Etendeka EPL

Previous exploration in the Tevrede/Tevrede South/Honib EPLs immediately west of the
Etendeka EPL undertaken before 1991 was confined to the Khoabendus Group, where
several important mineral occurrences were discovered:

» Highly anomalous copper and silver values in brecciated Khoabendus rocks, with copper
grades of up 9,1% and silver grades of up to 620 g/t close to late-stage granites;

* Highly anomalous gold values, up to 50 gft, associated with structuraily-controlted
magnetite, hematite and pyrite within silicified zones and quartz veins along an 11 km
strike of Khoabendus quartzite;

s Anomalous copper and gold (up to 32% and 11 gft, respectively) hosted within
tuffaceaous quartzites over a strike length of some 2 km;

+ Grab samples of hematite-rich quartz veins in andesite taken immediately north of the
Swartskamp Granite returned anomalous copper and gold values.

The Tevrede area is underlain by volcanic-sedimentary rocks of the Khoabendus Group
in contact with a large polyphase granite complex. The granite complex is intruded by the
5 km diameter Swartskamp Granite (a high-heat production ("HHP"} granite) enriched
in potassium, thorium and uranium. This granite is mantled on all sides by coincident
magnetic and potassium-thorium anomalies indicating extensive, pervasive iron-potassium
metasomatism. Similar HHP granites intrude the Khoabendus Group on Honib and
Tevrede South.

Exploration on Tevrede has been driven by the belief that copper-gold mineralization in the
sediments is peripheral to an unusually large 10CG mineral system in the granite complex
in the southern portion of the property. The system has many features in common with the
famous Olympic Dam depasit in South Australia. The property hosts large scale targets
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defined by gravity surveys, within and peripheral to the porphyritic granite plug, and soit and
rock geochemistry anomalies, in close spatial association with mineralized outcrops.
Drainage and rock sampling programme defined six new, uncharacteristically high gold and
copper zones. One high-priority area occupies more than km?,

in its report on the project dated April 2003, Boulder Mining presented high-grade gold
values from bedrock in the western portion of the project area where individual rock grab
samples reported gold grades as high as 88,5 g/t with 2,27% copper. Samples were
collected from a structural corridor trending north-south and encompassing a teature known
as Azurite Hill. The southern portion of the structural corridor is reported to lead info a gravity
anomaly, and the vein system appears to tie into the overall geological model consistent with
a large 10CG system. Reconnaissance drilling up to 2005 confirmed the gold discovery
on the Azurite Hill trend, where a 60 m wide alteration envelope yielded a 21 m intersection
carrying gold at 1,15 gft, with two metres running at 9,8 gft.

A reverse-circulation drilling programme of 20 holes completed in December 2003 tested
some of the 10CG targets an the Tevrede property. Most drill holes encountered alteration
assemblages or mineralization or both, consistent with an IOCG hydrothermal system.

in a mid-2005 announcement, Boulder Mining reported on an area it refers to as the Gold
Trend, which is defined by a gravity anomaly 6 km in length with coincident soil-sediment
geochemistry anomalies with gold grades ranging from 1 gft to 2,8 g/t. In addition, soil
samples in the Kamdesha zone in the south-western portion of the property have highlighted
further zones of interest near a gravity anomaly.

Etendeka Project

The simplified geological map (Figure 3.8) shows that rocks of the Khoabendus Group and
Fransfontein Granite are present within the Etendeka EPL. Although the results from
Tevrede/Tevrede South are encouraging and bear significance for the Etendeka EPL, which
has similar rock associations, this is not necessarily indicative of appropriate geology or
presence of mineralization on the Etendeka EPL.

Gelbingen Target Area

Gold was found in a gossanous body in calcareous tuffs and shales of the Khoabendus
Group, 25 km north-west of Kamanjab, on the farm Gelbingen 630, within the eastern part
of EPL3377 (see Figure 3.8). Systematic sampling indicated a gold content of 3 gft, and a
grade of 2,7 g/t was obtained in a drill-hole at a depth of 45 m.

3.4 Exploration Programmes

3.4.1 Modder East

The boundaries of the Mineral Resaurce defined for the Black Reef at Modder East consist
of a shoreline to the north, northeast and northwest, interpreted from the observed
relationship with the subcrop of the Kimberley reefs in other areas in the East Rand Basin.
To the south, the resources are limited by decreasing grades, The resource is a direct
extension of the Black Reef currently being mined by Petrex at Grootviei mine (to the west
of Modder East and the UC Prospect). Potential exists for an extension of the ore body
to the southeast of the currently defined position. Higher grades to the south could lead
to an extension of the cre body in that direction. Additionally, to the north of the currently
defined exploration target in the southern portion of Modder East, previous drilling has
indicated the presence of a Black Reef Channel Facies targets in the northern and central
part of the mine.

Adjacent to Modder East, the Kimberley Reef is being developed by Petrex approximately
700 m below surface and dips at an angle of 10° to 15°. At Modder East, the UK2a Reef has
been drilled and evaluated between 220 and 530 m below surface. It is possible that
close-spaced drilling from UK9a stopes may result in the delineation of similar channels on
other Kimberley horizons. The UKSc Reef, for example, is 15 to 20 m below the UK9a Reef
and is a robust, large-pebbled conglomerate band approximately a metre thick. The UK3b
Reef contains poor grade values, but the UK39c Reef has been stoped in scattered areas
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throughout the Modder tast property. [he proximity 10 the Black Reet will reduce the Cost
of accessing the Kimberley Reefs. The UK9c¢ unit could be a mining proposition where
it is in contact with the underlying MK1 Basal Reef. The MK1 Basal Reef normally lies
5 to 10 m below the UKQ. It is usually poorly developed, but higher gold grades exist in
conglomerates and heavy mineral stringers. These conditions exist in places at Modder
East, but vertical and lateral irregularity makes prediction of payable areas difficult.

The Main Reef has been the most important gold producer in the East Rand gold field.
It is proposed that should future Main Reef mining be profitably exploited at Modder East,
underground access would be possible from the refurbishment of a number of existing adits
and shafts.

Table 3.1 summarizes the drilling programme undertaken on the Modder East Project.
Table 3.1: Modder East — Exploration Drilling 2001 to 2007

Date Borehole Mother hole Deflection Number of
Numbers {m) (m) Deflections
2001 to 2002 DDO1 to DDO7 2385 488 16
2003 DDO8 to DD20 4 592 785 22
2004 DD21 to DD28 3283 421 25
2005 DD29 to DD54 9 962 1971 92
2006 DD55 to DD59 2638 556 20
2007 DD60 to DD63 1333 280 14
Total 24 193 4502 189

Over 24 000 metres have been drilled over the last five to six years, targeting Black
Reef and Kimberley Reefs (UK9a and UKS5). There has been an additional 4 500 metres of
deflections.

Aflease advised SRK that it is busy drilling for the UK3a Reefs from the underground
workings within the Grootviei Tribute area.

Aflease completed a Feasibility Study on the Modder East project in May 2008, the results
of which are included in this CPR.

New Kieinfontein and Turnbridge

The exploration drilling in these two areas have been included in the Modder East
exploration programme.

Sub Nigel

Aflease's exploration programme for the Spaarwater Mineral Areas 1-3 is aimed at
delineating and classifying the resource blocks on the Nigel Reef. The programme
is scheduled to take three years and involves, inter afia, the following steps:

= Surface drilling

* Underground drilling

* Geological magnetic survey

¢ Underground face sampling

e Desktop studies

* Target generation

¢ Underground mapping

e Mineralogical analysis

e Metallurgical and process test work.

The exploration of Spaarwater Areas 4, 5 and 6 will be run in a parallel programme and will
involve, inter alia, the following steps:
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34.6

34.7

¢ LesSKIop sludies

* Target generation

* (Geological magnetic survey

» Surface drilling

* Metallurgical and process test work
* Geological modelling.

Ventersburg Project

The exploration programme is aimed at an area of 13,2 km? with a potential resource
of 6,6 million ounces of gold on the “A” Reef horizon. The expected potential is based
on information obtained from 70 holes drilled in the past. The exploration programme
is scheduled to extend over five years and involve, inter alia, the following steps:

¢ Desktop study and data search

* Regional geclogical mapping

* Target generation

+ Reconnaissance and valuation

* Mineral Resource determination

* (Geophysical survey: Airborne magnetic survey
+ Target screening and selection

* Metallurgical and process test work

* QOre Reserve conversion and independent audit
* Pre-feasibility study

* Feasibility study.

Holfontein Project

Aftease has compiled a three-year exploration programme for the Holfontein Project, which
targets the Nigel Reef and Kimberley Reefs. The programme is scheduled to involve the
following main steps:

* Desktop study and scoping studies
¢ Geological magnetic survey
* Surface drilling.

Etendeka Project

Aflease has compiled a three-year exploration programme for the Etendeka Project, which
is scheduled to involve the following main steps:

¢ Desktop study and data search

* Regional geclogical mapping

¢ Target generation

+ Geological magnetic survey

e Surface drilling.

Exploration Budgets

SRK has examined the planned exploration budgets compiled by Aflease for the next three
years (2008 to 2010) and these are summarized in Table 3.2,




Table 3.2: Summary of Exploration Budgets (ZAR)

PROJECTS 2009 2010 2011 Total
Ventersburg 16 258 160 16 901 575 19 451 985 52811720
Bothaville 4 310 580 4 310 580 4 310 580 12 931 740
Etendeka 3 354 640 3 500 000 0 6 854 640
Tulo 18 876 400 6 022 633 5 093 600 29 992 633
Sub Nigel 1,2,3 3 416 600 2 483 216 0 58990 816
NK/Turnbridge 50 000 0 0 50 000
Sub Nigel 4,5,6,8 0 1 500 000 3 000 000 4 500 000
Other Projects — SA 2 000 000 6 000 000 4 000 000 12 000 000
Other Projects — Africa 0 & 000 000 10 000 000 16 000 000
Rights Applications 50 000 100 000 100 000 250 000
Miscellaneous 100 000 100 000 100 000 300 000
Total 48 416 380 46 918 004 46 056 165 141 390 549

The exploration budgets set out in Table 3.2 for the various assets appear to be reasonable,
based on the planned activities incorporated into the programmes.

The capital required to fund the above described exploration project will be obtained from
internal cash retentions, cash flow from operations or from funds to raised from financial
institutions. None of these exploration projects are related to the Modder East or Sub Nigel
mining operations and the budgets can easily be reviewed or changed depending on

Aflease’s ability to provide the funding.

297



I'e
FUNOI4

uiseg pueIsIaleMIM aul 10 ABoj0aD) pasieIauas)
- PIoD aseapy

Saaeing wus ==

sossySupuNy X
spiejl PI0S

wmey ol ——
uowssseq proyueil pasodxg 4
dnougy uomeq B
AN puay 150, PAIBAG) 5]
dnoi9 puey 1Sop posodxa i
dnate puty (BAUEY PRRACD D
dnasg puey jeues posoda
saouenbos Jeaco safiunoj D

anN3oa

Generalized Geology of the Witwatersrand Basin

Figure 3.1:

208



BUCKSHOT PYRITE
LEADER ZONE

BLANKET
FACIES

CHANNEL FACIES

: a8
g § g MONTE CHRISTO
% [77]
2
é BLACK REEF QUARTZITE
E
% g KIMBERLEY BLACK REEF
& |-B
3
g 4 BOOYSENS
g |2
= .
g iE: RANDFONTEIN
z |8
OO0 MAIN REEF
Afiease Gold -
W= SRK Consutting Simplified Stratigraphy for the | FIGURE
e el *Modder East ro}’ect 3.2

Figure 3.2: Simplified Stratigraphy for the Modder East Project

299




mmwdw , suonoag uonasfosd >>w“mma.owumwmw%%_w%w%oﬂocﬁom juudiooy 2149 mﬂwﬂﬁcow s )
- PI0D esea|ly 1
. ELLLT 500Z Ul POIID 54j0UBI0g  1aa UopRoeG 1573 15ap - 15¥3 J3PPO
woos 005 GINqy: iepun NG PeuIN ,
cosio o0y OGS onrLy coaEw e Et&gu 218 ﬂ n“m..-a”Mi m
w azmwmd hatl 1M rEaN o 0sZ m -3 T

Lo

0OU006Z = ~ :
\ / - st - \...\\J’Liunu«.

\sﬁ _wis.._s__sa
] Lo =15t g il ja AR
i & .\

UORo0g tRIoN YINog - 1583 SAPPON
IVIS ‘

—_—R
e a4 0 00z 2 \..w.au
| >

[ A

wmE Jagzen

BPLZ Footprint, Drill-hole Positions and NS/EW Projection Sections

Figure 3.3:

300



X2880.00

LEGEND

:} Low payable zone

=== Quicrop/Subeutcrop
of Nigol Reef .

D Spaarwater Projoct
E::I Now Kiainfonteint uw , 9 10km
Tumbridpe Projact e 1

Aflease Gold -
=Y/ 58K Consulting East Rand Basin FIGURE
Extent of Stoping on the Nigel Reef ‘

X ED 000
X520 00

Figure 3.4: East Rand Basin — Extent of Stoping on the Nigel Reet

301




WARDO
SECRENCE

VENTERIDORF
RPERGROP

Ventarsdomp Contact Reef

Elsburg Basal Reaf
‘A’ Rept

Sand River Reef - GFSA - Kalkoenkrans Resf - Gengold
K4 Reef - AAC; Aandenk Reef (JCI):

Rewashad Big Pabbls Marker - Rand Minos

‘B’ Reof

Leader Reef Zona

Steyn Reef: Basal Reof

CENTRAL RAND GROUP
JOHANNESBURG SUBGROUP

WITWATERSRAND SUPEAGROUP

Ada May Reet

IREALISED COLUMN
Not to scale

Max thickness +- § 600m

WEST RAND GROUP

Large sections often absent

‘Section thicknoss vary
substantially

Aflease Gold -
=\=SAK Consulting|  Stratigraphy of the OFS Goldfield | FIGURE

simplified from de Bever (Ref.6) 35

Figure 3.5:

302

Stratigraphy of the OFS Goldfield




W3- BOw-1 WS4 WOR-1 RO-1

X 43100000

A,
&
= ‘A’ Reo!suboutcrop
—Foull
®  ntarseciad ‘A Rao!
¢ pehind suboutcrop
® o information
corten ‘I E 1km
L-a zmo{mm,w SCALE
Aﬂease Gold -
iect, Plan of borehole localities | FIGURE

—W—snx Consufting| Ventersburg Pro L
V engren s Soentst | and "A” resf su outcrop pcl)sition within Area ag
of Interes

Figure 3.6: Ventersburg Project — Plan Showing Drill-hole Localities and “A” Reef Sub-outcrop

303




LE
FHNOId

(8651 "B1EN 0 AaAing 1009) }xB) U} PAUOHUBLW PI/S T3 JeYi0 pue 143 exepus;

- pIoS) esesyy

oy} Jo

uoneso| eyy Suimoys Jeiju; gefluewey] ey} Jo deus @AUBLNITO [BIBLIW PUE |ED} o_omw_mﬂtﬂﬁﬂwm NYS l\,l.s

lsswasg uonewiog geny ™
dnoxy SNPUSGEOYM [
UNG ORI UReIOIBUTIY [T
ooy emizq T
UNISTT

w . ,n».r\wu..vn L. . " =, ' s, N [pey l.;
Y. A v N VR

Location Map of the Etendeka EPL (Geological Survey of Namibia, 1998)

Figure 3.7:

304



g€E eaJly jebie] qeluewe) ayy jo ABojoag) paydwug o

JHNA - pjoS) eseayy %—ﬂﬂhﬂﬂﬂ“ *tm%

Tf|m_§wnﬂﬂl_ xepwo) wwowoseg [ dnoi9 gIsoN [ auzfpeo] o O3URLOD ¥0B)
unp) 0 o dnous) snpusqeouy - dnuiBgng qeueqy — o @ oepuUng et
CURID UBIUCISURIY g dnoio exepumy — wid0D @ BPORNGICH
SAOUAlINIZQ [EI0Ully || 590U niSodsoid

qBlu
) ... : Ny BYISapwey
L X ® |
ny uabujqjeg - OIIRID m,_mo..mx
R S . Q@
o w o
ny ouuz ﬂ i

@

2

v
&

)

L —

Etendeka Project - Simplified Geology of the Kamanjab Area and Mineral Occurrences

Figure 3.8:

305



4. AFLEASE - MINERAL RESOQURCE ESTIMATES

41
4.2

4.3

306

Introduction

This section summarizes the methods used by Aflease to derive and classify its latest Mineral
Resource estimates. It also gives SBRK's comments and opinions on the reasonableness of these
estimates and presents SRK's audited Mineral Resource statemenis as appropriate.

SRK Audit Procedures

SRK has not recalculated Mineral Resource estimates for Aflease’'s Mining Assets. SRK, however,
agreed with Aflease the process to be used to generate the resource estimates and has
undertaken sufficient checks to verify that the process was correctly applied. SRK has not
independently verified the underlying sampling and assay data.

The Mineral Resources have been classified according to the guidelines in the SAMREC Code'.

Modder East — Mineral Resource Estimation Method

Mr Charles Muller, an independent resource geologist on contract to Aflease, compiled the latest
Mineral Resource estimate for Modder East. SRK has not re-estimated the resource but has
reviewed the data and methods used by Mr Muller.

4.3.1 Drilling

The standard drilling procedure used by Aflease for the Modder East project is based
on diamond core drilling techniques and calls for the mother hole 1o be drilled into the
BPLZ and the underlying Kimberley Reef zone. The core size that has been used is BQ.
The drilling of two deflections is standard on the BPLZ, and if the UK9a is identified within
the mother hole, two deflections are developed on the UKSa. The deflections are drilled
using TBW core barrels. A down-hole multiple shot drill-hole survey is then carried out at ten-
metre intervals giving data on both the mother hole and the drill-hole deflections. The drill
collar is initially laid out using hand-held GPS instrument; on finalization of drilling, the collar
is surveyed by a registered surveyor on confract to Aflease, using a differential
GPS instrument.

4.3.2 Sampling Method and Approach

The sample handling protocol is that core recovery over the sampled economic horizon must
be such that the recovered core, when sampled, is ‘representative’ of the unit for grade
evaluation. Should core losses be judged unacceptable, additiona! deflections may be drilled
from the mother hole in order to recover acceptable sample material. Three representative
intersections for sampling were normally required from each diamond-drill hole.

A unigue sample number is assigned to each sample. Dips of geclogical contacts are
measured relative to the core axis, and these data are recorded 1o enable a true sample
width to be estimated for each sample. The sample is then split along its length using
a diamond saw. Samples are cut from one side of the split core, with sample intervals
controlled primarily by the geclogy. Samples are bagged in heavy-duty plastic bags, which
are used only once, and sent to the assay laboratory.

4.3.3 Sample Preparation, Analyses and Security

Drill-hole core samples were assayed at the SANAS-accredited Anglo American Research
Laboratories ("AARL"} using a 50 g aliquot fire assay and an instrumental finish using
ICP-MS technology. For quality-control, blanks and quality-control standards are submitted
in each sample batch by the laboratory. A review of the analyiical quality-control data,
provided as part of the assay certificate for all drill holes drilled between February 2004 and
July 2005, showed that the data are suitably accurate (monitored with SARM 54 and
SARM 53 certified reference materials) and precise (pulp splits done on 10% of data) to be
used as the basis of a Mineral Resource estimate.

'JSE Uistings Requiremenis (Section 12) require that companies fisted on the JSE Report their Mineral Resources
and Mineral Reserves in accordance with the SAMREC Code.




4.3.4

4.3.5

Data Verification

External to the AARL analyses, there is a small data set (66 samples) consisting of pulps
recovered from AARL and submitted to the SANAS-accredited SGS Lakefield Laboratories
("SGS-L"). Examination of these results demonstrates good agreement between the two
taboratories results. SRK recommends that sets of pulp rejects should be routinely analysed
at an umpire laboratory to provide an independent verification of the sample grades.

Data Quality and Quantity

A number of drilling programmes have been completed on Modder East, targeting the
Black Reef and to a lesser extent the UK9a Reef. Normal driting procedure is for the mother-
hole to be drilled using a BQ size into the BPLZ and the Kimberley Reef zone. The drilling
of two deflections is standard on the BPLZ and two to four defiections on the UK9a.
Deflections are drilled TBW size. A down-the-hole multi-shot drill-hole survey is then carried
out at six-metre intervals giving data on both the mother hole and the drill-hole deflections.
Gencor completed 14 drill holes in the area before 1993, and Harmony drilled three holes
in 1994. The positions of these holes are shown in Figure 3.3. Also shown are the positions
of the drilling in the series DD1 to DD52 completed between 2001 and 2005:

¢ Phase 1: 3 drill hales DD1 to DD3 (June 2001 - August 2001);

¢ Phase 2: 18 drill holes, DD4 to DD21 (October 2002 - December 2003),
¢ Phase 3: 7 drill holes, DD22 to DD28 (September 2004 - February 2005);
¢ Phase 4: 23 drill holes, DD29 to DD52 {February to December 2005).

The results of the latest drilling, specifically on the BPLZ of the Black Reef and the UK9a
Reef, together with the reinterpretation of all drilling completed to date, has increased the
resource base substantially from that included in the 2005 Mineral Resource estimate.

The Gencer drill holes (14 holes in the 2873 - 3111 series) were analysed at Gencor Springs
Laboratory. The Harmony holes (3 holes prefixed with GVP) intersected waste on the Black
Reef Contact representing a palaeo-high with no Black Reef developed. The NKMC
samples (Drill-holes DD1-DD28) were all sent to AARL and fire assayed using a 50-gram
aliquot and an atomic-absorption finish. Aflease has continued to make use of AARL for the
analysis of drilbng results at Modder East. The insertion of blanks and quality control
standards in each sample batch for quality control is part of the laboratory's standard
procedures, and the mine staff did not submit any independent quality-control samples.
The database results from DD1 to DD22 have not been reviewed to examine data-
transcription issues; all assay data are provided electronically, but these data are entered
by hand into the drill-hole database. The staff entering the data do pay particular attention
to the link between sample grade and lithology; quartzites are generally low-grade or
barren, while samples in which the presence of pebbles is recorded typically display higher
grades. The quality-control results of drill holes DD22 to DD52 have been examined in detail.
In addition to their own standard reference materials, guality contro! at the laboratory
includes the analyses of replicate samples, prepared in the laboratory and representing
approximately 10% of the samples received. In addition, AARL participates in a variety of
inter-laboratory cross checks. SRK has obtained all AARLs laboratory certificates for
samples analysed since February 2004. These certificates contain all duplicate analysis
data as well as laboratory returns for certified standard-reference materials, SARM 53 and
SARM 54 respectively. In addition, a set of internal quartz blanks is also recorded in the
data. SRK has prepared standard charts to explore the analytical quality for this subset
of the total Modder East data. SARM 54 is a low grade standard (certified value is 0,21 g/t)
and the laboratory returns (134 assays) for this material range from 0,16 to 0,25 gft, with
an average of 0,21 gft. Within the chart, values sorted on date of submission, using the
laboratory sequence numbers, do not show any persistent trends of value with time.
SARM 53 is a higher-grade standard (certified value is 3,99 g/t). The laboratory returns for
this standard include two anomalously low values {both 1,87 g/t). Exclusion of these two
values yields a data set of 134 samples, with a range of 3,58 g/t to 4.35 g/t and an average
of 3,86 g/t. The implication of this is that values around 4 g/t may be understated
by approximately 4%. A plot examining reproducibility within the paired data (original assay
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and laboratory duplicate) shows that 90% of the pairs report a half-absolute relative
difference of 14% or less. SRK is of the opinion that the data quality and underlying
qualitative logging are sufficient to support a Mineral Resource estimate.

A subset of samples assayed at the AARL was sent to SGS-L for check assay, 66 duplicate
assay values were provided to SRK for analysis. A scatter plot of the values reveals that the
Lakefield values are on average higher than the AARL values. Samples with low grades
show relatively good agreement, and the scatter increases with grade. A plot of the
Half Absolute Relative Difference reveals that many of the samples with large grade
differences are high-grade samples. This implies the presence of coarse gold in the reef,
which, when using small sample aliquots that is typical for fire assay, can significantly affect
the grade of a sample by their chance presence or absence. A quantile-quantile plot, which
compares the ranked sample values from each laboratory, regardless of pairing by sample,
shows that the cumulative histograms of the 66 assays from the two laboratories are very
similar in shape. A nolable exception is one sample from Lakefield with a grade of 112 git.
This is far greater than the next highest sample in the dataset at 40 g/t. The average value
of the Lakefield data is more than a gram per ton higher than the AARL data. However, if the
sample with a grade of 112 g/t is removed, the average values of the two datasets differ
by only 0,1 gft. The presence of coarse gold in the reef might introduce a high degree
of scatter in the duplicate-sample values, especially if the sample aliquots submitted for
assay are relatively small. The presence of such extreme values suggests that an analysis
of the data to determine the effect of capping certain outlier values may be merited.

For the most recent Mineral Resource estimation study completed by Charles Muller, the
data were acquired from Aflease in the form of Excel spreadsheets. The data from
the 14 holes drilled by Gencor did not contain the original individual sample values, but were
presented as full reef composite values. These drill-holes were used only for the evaluation
of the BPLZ where the mineralized zone is on average only 430 mm thick. Only five of the
14 holes contained a composite sample value for this facies. For the Channel and Blanket
Facies, individual drill-hole samples were composited to a cne-metre length. The BPLZ
facies was evaluated as a full reef composite.

The BPLZ estimate is based on 52 diamond drill holes developed by Aflease. Of those drill
holes, there are 36 reef intersections that have been included in the estimate. In addition,
14 diamond-drill holes previously developed by Gencor were included in the estimate; the
data files contain eight BPLZ intersections. In addition, extensive mining of the BPLZ has
taken place on the Petrex Property to the south of Modder East and within parts of the
UC Prospect area. Underground channel-sample data from the UC Prospect have been
included in this estimate; 238 declustered values have been retained for the estimate.
Those data are not explicitly described in the documentation associated with the Modder
East Mineral Resource estimate and appear to have been declustered (i.e. averaged)
in 50 m x 50 m squares.

In addition to the Black Reef, Aflease has also delineated Mineral Resources on the
UK9a and the UK5a within the footwall of the Black Reef. The UK8a is a narrow-channel reef,
with frequent intersections characterized by the presence of kerogen, either as lamina
partings or as flyspeck carbon within the conglomerate reef unit. A dataset consisting
of 171 000 underground channel samples in stoping and development on the Grootviei Mine
immediately south of the Modder East project area is available as an analogue to the
pay shoot that is considered to have been intersected on Modder East. The data show
a complex distribution of grades in a channel complex that trends in a north-westerly
direction.

Thirty-nine drill-holes were used to calculate a resource estimate for the UK9a Unit.
Twenty of these holes were newly drilled and had not previously been included in a
Resource Estimate. Seven holes were available for evaluation of the UK5a unit.

SRK is satisfied that the assay data are of sufficient quality for use in Mineral Resource
estimate.




4.3.6 Ore Body Definition and Resource Estimation

Previous modelling of the ore body in December 2004 considered two separate facies types
(BPLZ and Blanket Facies), which were later combined into a single model. Modelling in
May 2005 considered three distinct reef types (BPLZ, Blanket Facies and Channel Facies)
where samples from the Channel Facies and Blanket Facies were composited to a one-
metre interval. An examination of histograms and probability plots revealed no anomalous
grade values that required the cutting or capping of the grade data.

There have been some relatively minor changes to the estimation approach used for this
estimate. Where the BPLZ channel width is less than a metre, the reef width has been
composited to a minimum one-metre length through the inclusion of underlying Blanket
Facies material. The Blanket Facies is a low-grade sandy unit that is interlaminated between
the BPLZ and the Channel Facies. Previous estimates reported the results of these three
facies units separately, whereas this current estimate seeks to combine units in a manner
akin to the way in which they would probably be mined. It seems logical to consider that the
BPLZ would be mined and that the excess stope-width, where required, would be located
within the underlying Blanket Facies material.

A triangulated surface model was constructed, describing the upper and lower contact
surfaces for each of the facies units. For each facies unit, the pairs of surfaces {i.e. upper
and lower contact) were then filled with model blocks that have been clipped to the
wireframe in order to represent the volume of this reef facies. These seam models (one for
each reef facies) were then regularized to 200 m x 200 m x 1 m before grade estimation.
Each block within the 200 m x 200 m x 1 m block model records the proportion or volume
of each reef facies it contains.

Variography has been based on the full reef composites, and work reported by Lavery
on an adjacent property has been included within the interpretation of the variograms
derived from the present data set. Close-spaced underground channel data were available
from the adjacent property to the south of the area being modelled. The BPLZ has been
subdivided into three distinct domains, as shown in Figure 4.1, based primarily on
interpretation of the metal accumulation and channel-width distributions as indicated by the
drill-hole data. In addition, it is well demonstrated from the Petrex property that the BPLZ
accumulation and grade distributions are spatially related to the position relative to the
western margin of BPLZ development, a feature colloguially referred to as the shoreline. At
the shoreline, the BPLZ cuts out and the hangingwall quartzites overlay the BPLZ footwall
direct. However, where the BPLZ is developed immediately adjacent to the shoreline, the
metal accumulation and grade are typically high and decrease systematically towards the
east, away from the shoreline. The drilling data available within the BPLZ unit on Modder
East support this spatial grade behaviour.

The variograms were assumed to consist of a pair of nested spherical structures. The drill-
data spacing at Modder East is too widespread to allow the short-range structure to be
determined experimentally. Variograms from Grootvlei Mine have been documented, and
reference to this information by Mr Muller was included in the derivation of the variogram
structure for the Black Reef facies units in the Modder East project. All variograms
{i.e. BPLZ, Channel Facies and Blanket Facies were assumed to have a relative nugget
effect of 55% and for the first structure sill to have a relative variance of 25%. in addition, the
first range structure was assumed to have a range of 30 m.

Estimates were developed using simple Kriging with a local mean value, this being the most
appropriate estimation technique for the widely spaced data used in the estimation of the
Black Reef facies units. The block size used for the estimation is 100 m x 100 m, and the
metal accumulation and channel-width data were interpolated using simple Kriging.
A density (specific gravity) of 2,8 was assigned to the BPLZ facies and 2,7 to the Channel
and Blanket Facies. Local mean values were assigned to blocks using a larger search
neighbourhood of 400 m x 400 m. At least 12 samples were required within the search
neighbourhood to allow the assignment of the local mean. Otherwise, the average value
applicable for the entire domain was used as the mean within simple Kriging. Kriging was
based on a search neighbourhood that was slightiy larger than the variogram ranges, and
soft domain boundaries were also defined, such that data immediately outside a domain
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4.3.7

may contribute to the estimation of blocks on the margins of that domain. Once the block
estimates were developed, a post-processing operation estimated the proportion of each
block, expressed in terms of smallest mining units (“SMUs") that might be accessible above
a defined cut-off grade. This process makes use of a two-parameter lognormal model and
is in effect a lognormal shortcut. In deriving the dispersion variance of the SMUs, the
theoretical log-dispersion variance of the panels (i.e. the 100 m x 100 m blocks) was
estimated from the point-data variogram, and account was taken of the Kriging variance
of the estimated average panel grade. The log dispersion variance of the SMUs was also
derived from the variogram model, and the information effect was derived from an estimate
of an SMU using data that were assumed available at the time of exploitation. This process
permits the estimation of the recoverable component of a Mineral Resource (recoverable
over a cut-off grade) on the assumption that the variogram models are correct and that the
operation can realistically undertake selective mining using the SMU geometry that
has been included within the estimation of the Resource. For the BPLZ, the SMU was
20 m x 30 m, which realistically was probably slightly too small, given the nature of the BPLZ
and the intended mining methed. That said, SRK considers the impact of changing the SMU
dimension is within the limits of uncertainty on the global rescurce values.

The Channel Facies consist of a sequence of pyrite-rich quartzites, pebbly quartzites and
conglomerates that are approximately three metres in thickness and separated from the
overlying BPLZ by the Blanket Facies, a zone of quartzites that are ostensibly barren and have
an average thickness of approximately one metre over the Modder East project area. The
Channel Facies material is erosional into its footwall, and estimates have been developed for
the Channel Facies over much of the delineated footprint of the mineralized BPLZ. In the March
2005 estimate, the Channel Facies was estimated using a three-dimensional block model with
cells of one metre in height. The estimate uses a seam-approach in which the block height
reflects the modelled width of the mineralization. Within the geological model, the thickness
of the Channel Facies ranges from approximately 0,8 metre to a maximum of 5,4 metres and
the average thickness is 2,8 metres. Coupled with the overlying Blanket Facies material that
has not been incorporated with the BPLZ, the average mineralized width for the combined
Channel Facies and Blanket Facies is approximately 3,8 metres. The Channel Facies has been
subdivided into four domains (Figure 4.1-B) based on metal accumulation and channel-width
data. Within the Channel Facies, the estimate is a genuine three-dimensional estimate of grade
inta blocks of ecne metre in height using one-metre sample compaosites, so no problems are
anticipated in this estimate.

Classification

No specific numerical rutes have been applied for the classification of the Mineral Resource.
It is stated that the classification of a Mineral Resource is a function of the confidence of the
estimate, including confidence in driling, sampling, geological understanding,
geostatistical relationships, etc. Aflease has lisied the following aspects or parameters
as important factors for consideration in resource classification:

« Sampling: Quality assurance and quality control

¢ Geological confidence

* Number of samples used to estimate a specific block

¢ Kriged variance

+ Distance to nearest sample

* | ower confidence limit (blocks)

* Kriging efficiency

» Deviation from the lower 90% confidence limit (data distribution within resource area
considered for classification).

Using the criteria listed above, the entire Black Reef resource at Modder East has been
classified as an Indicated Mineral Resource. Based on the same criteria, Inferred Mineral
Resources could be delineated adjacent to but beyond those classed as Indicated.
However, resources tabled were restricted to the areas close to sample (drilling) information.
SRK is of the opinion that the classification applied is valid, especially when the adjacent
mining areas are included in the consideration of the continuity of the mineralization in the
diamond-drill holes.




4.3.8

4.3.9

Grade Reconciliation

Descriptive sample statistics were presented for each facies within each domain.
The resource statement, however, has tabled a mean grade value for each facies, each
at a slightly different cut-off value.

UK9a Ore Body Definition and Resource Estimation

The resource for the UK9a was calculated using 39 holes. Twenty of these are newly drilled
holes (BQ core size) that have not participated in previous resource estimates. The UK@a
has been sub-divided into five distinct domains (Figure 5.3} based primarily on interpretation
of the metal accumulation and channel width distributions as indicated by the drill-hole data
and the interpreted pay shoot.

A composite gold grade and channel width were interpolated using an inverse-distance-
cubed weighting process within the inferred UK9a channel feature. The block model was
two dimensional with a block size of 100 m x 100 m. The interpolated channe! width and
a specific gravity of 2,7 was used for the estimation of the in situ tonnage in the channel
features. For the conversion of the in situ estimate to a Mining Resource, a stope width
of one metre was applied, and external dilution included within this mining cut was added
to the channel tonnage. In addition, a cut-off of 199 cmg/t was applied.

The underground channel sample dataset from the Grootvlei Mine was used to develop well-
informed directional variograms from the larger set, and these variograms were rescaled
to the variances observed in the drill-hole data set on Modder East. Typical Kimberley Reef is
present as channelized reef, with comparatively narrow zones of relatively high-grade material
surrounded by significantly lower-grade minerafized reef. Within the channel feature itself, a
complex internal geometry may be found, with very narrow high-grade shoots and zones
located as lens like bodies within the channel. The size, shape and abundance
of these features may significantly affect the average grade of the mineralized channel. Being
small (generally several metres to perhaps tens of metres in width), these features are
generally very incompletely sampled within surface drill holes and ultimately lead
to significant difficulties in deriving realistic Mineral Resource estimates from refatively
wide-spaced surface-drilling data. The area of the UK9a that could be considered classifiable
as an Indicated Mineral Resource is restricted to the Domain 1 area (Figure 4.1-C).

The cut-off for all Reefs is based on the same assumptions of Gold Price and Exchange rate.
An exchange rate of ZAR 7:1 US$, and a gold price of US$720/0Oz were used in the cut-off
calculations. The principal difference between the UK5a and UK9a reefs is the reef width,
While there will be a different working cost for reefs of different thickness the reef thickness
affects the cut off calculation of the cmg/t values as well, assuming a similar g/t cut off value
for each reef.

SRK considers that the modelling method as described is reasonable.

SRK recommends that Aflease should consider the development of at least seven additional
drill holes within the Indicated Mineral Resource area to confirm the lateral extent of the
mineralized channel and the internal continuity of this mineralized material.

4.3.10 UK5a Ore Body Definition and Resource Estimation

The UK5a has also been sampled by diamond drilling within the UC Prospect area. A basal
unit of conglomerate within the UK5 package has been identified with an average grade
of approximately 1,5 g/t and a mineralized width of approximately three metres.
Seven diamond-drill holes (BQ core size) have intersected the UK5a, and an Inferred
Mineral Resource has been developed from the data using the variogram models
developed from the UK9a as analogues for the estimation of the UK5a. Estimates have been
developed within 100 m x 100 m blocks. In keeping with the approach used for the UK3a,
BPLZ and Channel Facies, the lognormal shortcut has been used to report estimated
Mineral Resources above a cut-off 436 cmgft.
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4.4

4,5

Ul Mrospect, New Kleinfontein and Turnbridge — Mineral Resource Estimation Method

4.4.1 Data Quality and Quantity

More than 19 000 underground sample sections exist for the Black Reet in the UC Prospect
and No. 8 Shaft areas in the same facies as the Modder East section. Petrex did the
sampling on a 6 m x 6 m grid. The geostatistical characteristics of the reef are therefore well
understood. SRK has not audited the sampling practices and methodologies used in this
area. However they were independently audited by Mr P Camden-Smith (PrSciNat) in 2003
and were found to be acceptable.

New Kleinfontein is a mature operation in which remnants and pillars are mined and
vamping is carried cut. There are no standard procedures for sampling and evaluation
of the material mined, although the 15 kg mono-winch collection bags were sampled
to calculate a delivered grade from each shaft. They were also used as a guide to
terminating mining in low-grade areas. Fifteen drill holes were completed in remnant and
unmined areas. There are insufficient drill-hole data of sufficient quality to calculate a robust
in situ grade estimate with geostatistics or similar techniques. The resource is based on the
following factors:

¢« New Kleinfontein is a pillar mine, and has a wealth of historical production data
surrounding the mineable remnants;

* The geology of the area is well understood; the section is located in the proximal area of
the northwest southeast pay zone; and

¢ Similar practice has been used in the area by many small operations, and the grades
achieved are similar to those when the mine was in full production.

Turnbridge similarly has a lack of verifiable sampling data, but it lies adjacent to New
Kleinfontein and is considered an extension to that ore body. Historic values used in the
estimation were derived from 1:1 000 Government plans and a good correlation between
historic and recent sampling is reported.

No additional work has been undertaken on the Turnbridge property since the original
documentation of this Mineral Resource, which has been classified as Inferred.

4.4.2 Ore Body Definition and Resource Estimation

No detailed audit of the resource generation process was undertaken for these projects,
as neither of them forms part of any immediate mining plan. The Mineral Resource estimates for
New Kleinfontein are based on a March 2000 report compiled by C L Engelbrecht (MSc,
MSAIMM) and audited and modified by Mr Camden-Smith. The estimate is based on production
figures from 1897 till 1998, fifteen prospect drill holes, location of the claims relative to the Main
and 80 m Leader Reef pay shoots and results of check samples taken underground.

Sub Nigel - Mineral Resource Estimation Method

Sub Nigel was operated by Gold Fields until its closure in 1971. The Sub Nigel Gold Mining
Company Limited was incorporated in 1984 and acquired the Sub Nigel Mine from Gold Fields.
During the period 1985 until 1992, the mine was refurbished and operated by Sub Nigel Gold
Mining Company Limited. The assets of SNGM include Sub Nigel, the adjacent Spaarwater Gold
Mine and the Ventersburg Exploration project, located in the Southern Free State.

In 1994, a Feasibility Study reported reserves for the Sub Nigel Mine. These 'reserves’ are actually
equivalent to the current definition of Mineral Resources, since they represent in situ tonnages
of material that is considered economically extractable, Resources have been quoted for the Main
Reef and for Erosion Channel mineralization beneath the Main Reef. The 1994 report post-dates
a number of previous reports that were compiled by geologists including Gold Fields staff as well
as geologists employed by SNGM. The resources reported in the 1994 study were presented within
the proven, probable and possible groupings. Clearly, these are inconsistent with the current
SAMREC definitions and guidelines, and it has been necessary to reconsider the appropriate
classification for these resources. In addition to the Resources on Sub Nigel, Mineral Resources
were also estimated for the Spaarwater Mine, presented in a report by Campbell (1289},




4.5.1

4.5.2

4.5.3

4.5.4

4.5.5

Drilling

Pyritic quartzites within erosion-channel features in the footwall of the Main Reef have
been mined sporadically by Sub Nigel. In the late 1980s, underground drilling identified
three auriferous units within a thick conglomeratic-dominated erosion-channel feature.
SRK was unable to find details of the drilling methods and sampling and analytical
technigques employed in this sampling programme. Neither are there any detailed records
of quality-control processes employed in the laboratory responsible for analysis.

Sampling Method and Approach

Conventiona! channel sampling was employed within the stoping and on-reef development
environments to derive local grades. The Main Reef typically has a channel width that varies
between 150 mm and 850 mm, with the mineralized units clearly identifiable. The foctwall
is a distinctive grey-banded shale unit.

Sample Preparation, Analyses and Security

The entire sampling database, which forms the basis of the Resource estimates, consists
of historic information that includes sampling data generated by SNGM as well as some
historic sample results from Gold Fields mining results. It is assumed that the sample-
preparation methods, analytical techniques and typical security procedures attendant
on the sampling would have followed industry norms of the day. Those features of the data
are very poorly documented. Typically, the mine would have a sampling department that
would be responsible for all underground sampling activities under the direction of the mine
survey department. Samples collected underground would be carried in rucksacks
or possibly rubber ‘elephant foot' bags by the samplers to the mine head for delivery to the
assay laboratory. Assay methods of the day consisted almost exclusively of fire-assay, with
samples crushed in a jaw crusher and pulverized using disk pulverizers (e.q. Keegor
vertical spindle mills). Assay finish was gravimetric, resulting in a practical detection limit
of approximately 0,1 g/t. At that time, responsibility for analytical accuracy and precision
was abdicated to the laboratory manager and it was unusual for the geological department
to send any quality-control samples to the laboratory.

Data Verification

No systematic programme of data verification has been undertaken or planned. The Mineral
Resource estimates reported in the 1994 Feasibility Study have an average grade of 56 g/t.
This value is similar to the head grades reported within the 1987 - 1988 SNGM annual reports.

in the 1986 prospectus issued by SNGM, Table 111/2 lists 26 paired sample values assayed
by Sub Nigel and Gold Fields, although the source of the sample materials is not described.
There is a wide scatter between the two data sets; on average, the Sub Nigel data are
approximately 13% higher than the Gold Fields data.

Data Quality and Quantity

The erosion-channel resources on Sub Nige! are based on a development intersection in the
17° Level reef drive and three underground diamond-drill holes. The quality of the assay
data is unknown since there are no quality-control data relevant for this particular sampling
campaign, and the quantity of information is inadequate to appropriately delineate a high-
quality Mineral Rescurce estimate.

Estimates of the Mineral Resources on the Main Reef include block estimates containing and
immediately adjacent to underground channel-sampling data, both within stopes and within
reef drives. These estimates are reasonably well serviced with data, albeit of indeterminate
quality. One group of Mineral Resources has also been delineated in areas within 30 metres
of sample localities; these were represented by the term ‘probable reserves’. Finally,
estimates based on extrapolation of geological evidence were termed 'possible reserves'.
The quantity of data and in particular the local quantity that services the Mineral Resource
estimate is variable and is the basis of the subdivision of the ‘reserves’ into confidence-
related groupings. However the quality of these data is, as stated previously, unknown.
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4.5.6 Ore Body Definition and Resource Estimation

The Main Reef is defined on its footwall by a sharp contact between the smali-pebble
conglomerate that characterizes the Main Reef and the shale footwall. The upper contact
of the conglomerate with the hangingwall quartzites is also a well-defined, visible contact.
The Erosion channel mineralization is less well defined; within these features, well-
developed conglomerate bodies may exist, yet sampling reveals that they are poorly
mineralized. Pyritic quartzite units within the erosion channel fill, in contrast, may be highly
mineralized. The erosion-channel environment is inherently more difficult and complicated
from the perspective of defining the limits of the mineralization. Details of the estimation
methods applied to derive the 1994 Mineral Resources are poorly recorded within the
document in which these results are reported. The estimates do not appear to have been
derived using geostatistical methods. Instead, it appears that local averaging of sample
values (accumulation and mineralized width) has been used to derive the grade estimates.
A constant density value also appears to be applied to convert mineralized volumes
to in situ tonnage estimates.

Previous estimates of the resources at Sub Nigel were based on defined resource blocks
and calculated using stretch values from development sampling. The calculations were
paper based, but the source information was considered to be incomplete and it was not
possible to verify the source of some of the information. The updated Mineral Resource
estimate is based on 8 524 development stretch values digitized from assay sheets. Mined-
out areas were alse digitized from mine plans and used to constrain the Mineral Resources
to unmined areas.

The Nigel Reef, which is also called the Main Reef in cther areas, is situated at the base
of the Central Rand Group on the unconformity that separates the Central Rand from the
West Rand Group and forms the basal member of the Main Conglomerate Formation.
The Reet is characterized by high-grade, thicker channels developed between thin inter-
channel areas, which may be mineralized bui are generally too thin {0 be economically
extractable. The channels are generally criented in a north to north-westerly direction, which
approximately corresponds to the direction of the regional dip. The average dip over the
property is between 15° and 20°.

There is no specific record of the results of any guality-control procedures used in the assay
of the samples used to generate the stretch values. The fire assays were done at the mine’s
assay laboratory, managed according to the standards in place for Goldiields Laboratories
at that time. The assay practices used on the mine are however described in the book
Assay Practices of the Witwatersrand compiled by V S Dillon in 1955, with contributions from
J A Drabbe, who was the chief assayer at Sub Nigel at the time. Reconciliation and quality-
conirol procedures in place at Goldfields Laboratories at the time included approximately
10% blank samples and duplicaie assays. Mr G Gossman, who worked at the adjacent
Viakfontein assay laboratory, and was later consulting metallurgist for Goldfields gave oral
descriptions of the quality-control procedures.

A sampling campaign has been undertaken in an attempt to verify the values derived from
the assay plans. Chip samples are taken in development sidewalls, at a spacing of three
metres. The values are compaosited over the same distances as the stretch values in the
sarme location to generate a comparable value. A total of 307 chip samples were taken and
composited to 61 values for comparison. A comparison between the comgposited chip
values and the corresponding stretch values reveals a relatively high degree of scatter and
the average of the original stretch values to be approximately 20% higher than the average
of the more recent chip samples. Only the stretch values were used in the Resource
estimation process.
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The reef has been sub-divided into 306 domains, based on the criteria in Table 4.1:

Table 4.1: Sub Nigel Domain Definition Criterion

Description Channel width Metal Accumulation
(cm) (cmgft)

Low grade and thin channel <25 <600

High grade and thin channel <25 >600

Low grade and thick channel >25 <600

High grade and thick channel >25 >600

The value of 25 cm for the channel width has reportedly been used historically for defining
channel edges. The domains are defined as soft boundaries, such that data immediately
outside a domain (within approximately 10 metres) may contribute to the estimation
of blocks on the margins of that domain. The semi-variograms are dual-structured
anisotropic spherical models, with between 30 and 50% nugget, and ranges for the first and
second structures generally in the order of 50 and 250 metres, respectively. The long
axes of the variogram models are aligned with the predominant channel orientation with
an azimuth of approximately 300°. The search neighbourhood employed was 400 metres in
the direction of maximum continuity and 320 metres in the direction of least continuity.

Ordinary Kriging is used to populate the 2D block model that is filled with blocks of
10 m x 10 min size. Due to the comparison between the stretch values and the more recent
chip sample values, the estimated values for metal accumulation have been globally
reduced by 20%. The Mineral Resources are calculated over a minimum mining width
of 900 mm. Mineral Resources are reported above the current water level, which is at
approximately the elevation of the mine's 21 Level.

The Mineral Resources on the Sub Nigel gold project have not been re-estimated.
However, the block model created for the 31 October 2006 Mineral Resource estimate has
been used as a basis of a revised Mineral Resource. Since the previous Mineral Resource,
Aflease has been investigating the exploitation of the Sub Nigel ‘Nige! Reef’ Resource and
has better defined the mined-out areas. The previous Mineral Resource excluded areas that
had been mined out based on simplified perimeters that were conservative, in that the areas
defined as mined out included some unmined pillars. For the revised Mineral Resource
statement, a more detailed set of perimeters defining the mined-out areas has been used.
Some areas that were previously excluded have now been included as part of the Resource.

The perimeters defining the mined-out areas do not include the areas mined out by the
on-reef development drives. In order to account for this, the cells within the block model
were assigned an indicator showing whether they were within the mined-out perimeters.
Mined-out areas had an indicator of 1 and unmined areas an undefined value. The indicator
was Kriged using a relatively short search radius, and the resultant values were used as a
filter. The application of the filter on the indicator resulted in the exclusion of blocks
representing the development. However, certain blocks on the periphery of some pillars,
particularly smaller pillars, were also excluded. While this is clearly not ideal. it does err on
the conservative side and is considered acceptable, in place of more detailed perimeters
that would better define the devetopment.

The cut-off grade defined for the Nigel Reef represented a break-even grade and was based
on certain assumptions, including:

* Gold price USD 620/oz

+ Exchange rate ZAR:USD 6,50

Working cost ZAR 242/ton

Mine Call Factor ("MCF”) of 80%.

Many of the assumptions have changed for the current declaration, and so has the method
of calculation of the cut-off. The procedure used to determine the optimal cut-off grade

at Sub Nigel involved the step-by-step extraction of lower-grade blocks from the resource
block model. Initially, the total profit that could be realized from the ore body increased
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4.6

4.7

as the average grade rose. However, a point was reached at which profits began to fall as
the projected mine life became shorter and shorter. When this point was reached, the grade
of the lowest-grade block remaining in the resource was taken as the cut-off. The following
assumptions were made in the calculation:

s Gold price USD 720/oz

¢ Exchange rate ZAR:USD 7,00
o Working cost ZAR 275/ton

» MCF of 95%.

The gold price used in the updated Mineral Reserve cut-off calculations is ZAR 135/g,
or USD 600/oz. The gold price of USD 720/o0z is considered to be an optimistic value, based
on a 20% increase on the gold price of USD 600/oz assumed for the Mineral Reserve
calculations. Under the SAMREC Code, a Mineral Resource must have reasonable and
realistic prospects for eventual economic extraction.

SRK considers that the application of an optimistic gold grade above that assumed
to be reasonable for definition of the Mineral Reserve provides for reasonable prospects
of economic extraction and takes some account of the potential volatility in the gold price.
The cut-off grade calculated using the above parameters, as well as a degree of latitude
whareby a cut-off grade marginally lower than the grade that produces the peak profit,
was selected. The marginal decrease in the total profit was considered acceptable
as it produced a longer life of mine and substantially improved the resource utilization.

4.5.7 Classification

SRK considers that the appropriate classification for the Sub Nigel and Spaarwater Mineral
Resources, in a manner consistent with the treatment of the New Kleinfontein and
Turnbridge area, is that of Inferred Mineral Resources.

Ventersburg Project — Mineral Resource Estimation Method

Gold Fields made available the drill logs of 39 surface diamond-drili holes covering the northern
sector of the Ventersburg project. The drill-hole logs are of variable levels of detail and
completeness, and meost present records of incomplete analytical data. The available grade data
show a range of grade vaiues between 1 g/t and 7 g/t over stope widths of at least 1 000 mm.

With respect o the Ventersburg Project, SRK in 2007 did not consider that Mineral Resources
could be estimated. The widely spaced drilling data meant that continuity of geological features
and that the distribution of gold was poorly known. Quality indicators for the drilling, including
survey and check data for collar location, and analytical quality-control data were unavailable.

Recent drilling has improved the knowledge of the geology of the target area to the extent that
SRK now accepts Minxcon's most recent report findings that have delineated an Inferred Resource,
at a cut-off of 200 cmg/t. Minxcon still believes that while geological continuity has not been
established, recent drilling has greatly improved confidence levels. It is possible that with
additional drilling, parts of this resource may be upgraded.

Table 4.2: Ventersburg Project — Inferred Resource Statement

Reef Tonnage  Reef Width Grade Contained Gold
(Mt) {cm) {Au g/t) {Moz)
A Reef 30,374 129 4,76 4,64

The tonnage and grade for the Ventersburg Inferred Resource was estimated over the reef width
of 129 cm.

SRK Mineral Resource Statements

Tables 4.3 to 4.7 reflect the SRK audited Mineral Resources for the gold assets. The mine-
modifying factors used to convert the Mineral Resources to Mineral Reserves for Modder East
(Table 4.4) are discussed in Section 5.2.7. The Mineral Resources are quoted inclusive of the
Mineral Reserves.




The BPLZ has been modelled at a minimum mining width of one metre. Aflease has stated
an intention to reduce stoping widths on the BPLZ to values approaching 800 mm. SRK considers
it preferable to use a stope widih of one metre for the purposes of reporting the Mineral Resources
until such time that the validity of a significantly narrower width has been demonstrated by mining

practices.

Table 4.3: Mineral Resource Estimates Modder East Project — 30 June 2008

Metal

Tons (Mt)  Grade ( g/t) Content (Moz)
Indicated
'BPLZ+BF 7,38 5,82 1,38
2Channel +BF 17,54 1,25 0,70
'BPLZ pillars 0,27 8,33 0,07
SUK9A 3,64 410 0,48
UKSA
Sub-total Indicated 28,83 2,84 2,63
Inferred
'BPLZ+BF 0,65 1,98 0,04
’Channel +BF 2,15 1,83 0,13
3UK9A 277 3,58 0,32
UKBA 9,41 1,82 0,55
Sub-total Inferred 14.98 2.16 1.04

'Quoted at a cut-off of 167cm.git
*Quoted at a cut-off of 379 cm.git
Quoted at a cut-off of 199 cm.gft
Quoted at a cut-off of 496 cm.ght
There are no by-products
Including Reserves

Table 4.4: Modder East Project — Mineral Reserve Statement, 30 June 2008

MINERAL RESERVES!" Tonnage Au Grade®” Contained Gold
(Mt) (aft) (Moz)

Probable

BPLZ Mining 5,39 6,09 1,08

Kimberley UK9a Reef 2,26 413 0,30

Total Probable Reserves 7,65 551 1,36

Total in LoM Plan 7,65 551 1,36

1

2 ZAR 6,585 = USD 1,00 Gold price USD 629/oz.

Mineral Reserves included in Mineral Resources.

317




Table 4.5: New Kleinfontein and Turnbridge — Mineral Resource Statement at 30 June 2008

MINERAL RESERVES MINERAL RESOURCES
Tonnage Au Contained Tonnage Cut-off Au Contained
Grade Gold Grade Grade Gold
{Mb) (gh) {Moz) (M1) (cm.gh) (g (Moz)
Probable Indicated
Turnbridge
- Main Reef
Total - - - Total Indicated
Reserves Resources
Inferred
MNew Kleinfontein
— Main Reef 2,47 nfa 6,80 0,55
Turnbridge
— Main Reef 1,80 n/a 4,80 0,28
Total Inferred 4,27 6,00 0,83

Table 4.6: Sub-Nigel and Spaarwater — Mineral Resource Statement 30 June 2008

MINERAL RESERVES MINERAL RESOURCES
Tonnage Au Contained Tonnage Cut-oft Au Contained
Grade  Gold Grade Grade Gold
(Mt} (gh) (Moz) (Mt} {cm.g/t) {at) (Moz)
Probabte Indicated
Nigel Reef 2,98 160 3.21 0,31
Main Reef
Total Total Indicated
Reserves - - - Resources 2,88 160 3.21 0,31
Inferred
Nigel Reef 0,36 160 2,36 0.03
Main Reet 0,733 180 4,66 a1
Sub Nigel
— Erosion Channel 0,83 220 572 016
Spaarwater
- Erosion Channel 0,47 220 570 0,09
Total Inferred 2,393 4,89 0,38

It should be noted that a NI43-101 compliant Inferred Resources for Sub Nigel 6 of 5.26 million oz
from 48,25 million tons at a gold grade of 3,39 g/t was estimated and signed off by Charles Muller,
a Competent Person, of Minxcon. This Inferred Resource has been reviewed by SRK but not
audited and, therefore, has been excluded from the Resource Statement for the gold assets
of Aflease

Table 4.7: Ventersburg Project — Mineral Resource Statement at 30 June 2008

MINERAL RESERVES MINERAL RESOURCES
Tonnage  Au Contained Tonnage Cut-off Au Contained
Grade Gold Grade Grade Gold
(M#) (gfht) {Moz) (M1} {cm.g/t) (gt {Moz)
Probable Indicated
Total Total Indicated
Reserves - - - Resources
Inferred
Ventershburg
A Reef 30,39 200 4,78 464
Total Inferred 30,38 200 4,76 4,64
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4.8 SRK Comments

4.8.1 Modder East Project

SRK is satisfied that the Mineral Resources for Modder East are appropriately estimated and
classified.

SRK recommends that Aflease should consider the development of at least seven additional
drill holes within the Indicated Mineral Resource area of the UKS9a Reef to confirm the lateral
extent of the mineralized channel and the internal continuity of this mineralized material.

Spaarwater Updated Mineral Resource Statement.

Previous estimations of the resources at Sub Nigel were based on defined resource blocks,
and calculated using stretch values from development sampling. The calculations were
paper based, but the source information was considered to be incomplete and not possible
to verify the source of some of the information. The updated Mineral Resource estimate is
based on 3 288 development stretch values digitized from assay sheets. Developed and
mined out areas were also digitized from mine plans, and used to constrain the Mineral
Resources to un-mined areas.

The Main Reef, which is also called the Nigel Reef in other areas, is siluated at the base
of the Central Rand Group, on the unconformity that separates the Central Rand from the
West Rand group and forms the basal Member of the Main Conglomerate Formation.
The Reef is characterised by high grade, thicker channels developed between thin inter-
channel areas, which may be mineralized, but are generally too thin to be economically
extractable. The channels are generally oriented in a north to north westerly direction, which
approximately corresponds to the regional dip direction. The average dip over the property
is between 15° and 20°

There is no specific record of the results of any guality control procedures used in the assay
of the samples used to generate the stretch values. The fire assays were done at the Mines
assay laboratory, managed according to the standards in place for Goldfields Laboratories
at that time. The assay practices used on the mine are however described in the book
“Assay Practices of the Witwatersrand" compiled by V S Dillon in 1955, with contributions
from J A Drabbe, who was the Chief Assayer at Sub Nigel at the time. Reconciliation and
guality control procedures in place at Goldfields Laboratories at the time included
approximately 10% blank samples and duplicate assays. Mr G Gossman, who worked at the
adjacent Vlakfontein assay laboratory, and was later Consulting Metallurgist for Goldfields,
supplied verbal descriptions of the quality control procedures.

In an attempt to verify the historical information Aflease undertook a sampling program
in early 2007 on accessible development ends. The sampling attempted to follow the same
protocol as is believed to have been done historically. Sample sections were taken at three
meter intervals along the development ends sampling the full conglomerate channel.
Individual samples across the reef width were composited to a single value and width for
each section. The sections were composite to stretch values to match the historical stretch
values. Comparison between the Aflease and historical sampling values indicated a 10%
bias between the means of the two datasets, with the historical values tending to be higher,
and a low correlation between the datasets.

As a result of the variability of the results, the sampling protocols were re-visited in the
second half of 2007, and further attempts made to ensure conformity between the current
and historical practices. The re-sampling program was extended and areas recently
sampled by Aflease were sampled again. The results from this program were again
compared to the historical stretch values and to the early 2007 sampling. Although the mean
value of the stretches from the late 2007 sampling program is very similar to the mean of the
historical stretches, closer analysis of the data reveals close to zero correlation factor
between the two datasets. The scatter plot in Figure 4.2 illustrated the very poor correlation
and bias between the Historical and Aflease stretch values. Aflease geologists inferred from
these results that a high nugget effect was the cause of the significant variability.
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The samples from both the Aflease programs were analysed at Super Laboratary (“SL”},
using a fire assay, although the finish to the fire assay was not specified in the
documentation supplied to SRK. The results of blank sample, and pulp duplicate sample
submissions were supplied to SRK and analysed. The blank samples typically returned
analyses of less than the detection limit. The detection limit is stated as 0.2 g/t, and most
of the data presented to SRK report a value of 0.1 g/t. 7% of the data report values of 0.2
or higher, indicating possible cross contamination between some samples during the
sample preparation.

No results from analysis of Certified Reference Materials ("CRM") were supplied to SRK and
the accuracy of the assay results cannot be easily assessed. The results of the analysis of
pulp duplicates at SL indicate substantial variance between repeat values. A relatively
objective measure of repeatability of assays (precision) is the Half Absolute Relative
Difference ("HARD") which is calculated by taking half of the difference between sample
pairs divided by the mean of the sample pairs, expressed as a positive percentage. A good
quality dataset of pulp repeats is expected to have 90% of the data with HARD values
of less than 10%. The poor precision is illustrated in the scatter plot in Figure 4.3 and the
HARD plot in Figure 4.4 of SUs own repeat analyses of pulp samples.

A selection of sample pulps was sent to Performance Laboratories (“PL") and Anglo
Research Laboratory ("ARL") (Anglo Research Laboratory was previously Anglo American
Research Laboratory) for duplicate umpire analysis. SRK did a three way comparison
between the three sets of results. Comparison between the SL and PL analysis and between
the SL and ARL analysis reveal significant differences between the individual assay results,
as well as a bias towards higher assays from SL. Approximately 40% of the ARL vs. SL and
the PL vs. SL datasets meet the criterion of a HARD value of less than 10%, indicating
imprecise analyses with poor repeatability. Figure 4.5 to Figure 4.10 present scatter plots
and HARD plots of the three sets of repeat analyses. All the graphics have been prepared
excluding two high grade samples which make viewing the majority of the data unclear.
Excluding these high grade samples does change the correlation and slope of the trend line
marginally, the bias and poor correlation are present regardless.

Comparison between the PL and ARL results indicates better repeatability between these
two laboratories with no indication of bias between them. Approximately 65% of the data
have HARD values of less than 10% however, still indicating problems with the repeatability
of the results. At Aflease’s request SL provided records of the size fraction tests conducted
on sample pulps during the sample preparation at SL. A typical standard would be for 90%
of the mass of the sample to pass through a 75y sieve. The results reported to Aflease
indicate on average approximately 43% of the mass passed the 75y sieve, with a maximum
of 83% and a minimum of 30%. This indicated inadequate milling of the sample, and in
a deposit with a high nugget effect, this is likely to introduce significant errors into the assay
results.

Because of the biases between datasets, and the very poor repeatability, and demonstrated
inadequate sample preparation SRK do not consider the results from the sampling program
to be suitable for Mineral Resource estimation. In addition, because of the bias and
variability between the Aflease and historical sampling and the poor quality of the SL assay
results, SRK do not consider that the historical sampling results have been verified by the
current sampling program.

The reef has been subdivided info 297 geozones representing four types of domain, based
on the criterion in Table 4.8.

Table 4.8: Spaarwater Domain Definition Criterion

Description Channel Metal Accumulation
width (cm) (cmg/t)

Low grade and thin channel <25 <600

High grade and thin channel <25 >600

Low grade and thick channel >25 <600

High grade and thick channel >25 >600




The value of 25 cm channel width has reportedly been used historicaily for defining channel
edges. Analysis of the stretch values indicates the presence of multiple populations in the
channel width and accumulation data which approximately match the criteria defined
in Table 4.8. Separate populations of data are likely to be somewhat intermingled because
the stretch values may include individual samples that would fall into separate populations.

The domains are defined as hard boundaries, such that only data inside a domain may
contribute to the estimation of blocks in that domain. The individual geozones can however
access data from other geozones of the same domain. In addition to the four domains
describes above, the criginal estimate contained a fifth domain that was described as
southerly continuations of existing channels. SRK consider these to be good exploration
targets, however in the absence of verifiable information indicating the extension of the
channels, SRK have excluded these domains from the Mineral Resource. Although, the
geozones attempt to combine data with similar characteristics, because of the variability
in the data over short distances, some data that fall within a domain described above may
not meet the criteria that are sued to define the domain.

No capping or cutting of anomalous values was applied to the dataset. SRK consider that
some of the data within each domain are outliers to the main population, and capping of
some of the extreme values, such as a 10m channel width, would have been appropriate.
Capping or cutting of extreme values is likely to assist in the modelling of the experimental
semi-variograms. Single structured anisotropic semi-variograms were modelled for all
domains, with nuggets forming between 20% and 55% of the total sill, and ranges varying
between 27 m and 73m in the direction of least coentinuity (across channel) and 60 m to
122 m in the direction of maximum continuity. Metal accumulation (cmg/t) and channel width
{cm) variables were modelled. The experimental semi-variograms show poor structure,
indicating significant short scale variability. As a result SRK do not consider that the
modelled semi-variograms can match the experimental data very well. Some resolution is
lost in the data as stretch values are used rather than individual sample composites.

A 20 estimate was generated, interpolating channel width and accumulation estimates into
25 m by 25 m blocks that were sub-celled to 2.5 m blocks where necessary on geozones
boundaries. Discretisation of 5 x 5 was used, with Simple Kriging as the interpolator.
A minimum of 4 samples and a maximum of 40 samples were used in the estimates, and
a 150 m circular search applied. A local mean was used in the Simple Kriging, if there were
sufficient paints in the search radius, or a global domain mean substituted if there were too
few samples.

The mean values for the domains include values which do not meet the domain criterion
as there is a practical limit to the detail at which the geozones can be defined. In the
catculation of the means for the Simple Kriging algorithm these values have been included.
The effect is not material for most of the domains; however for the low grade thin domain, the
dataset is relatively small (126 values) and the inclusion of five high grade values has
a significant effect on the mean. Excluding the five highest values in the dataset reduces the
mean by 20%. In the estimate supplied to SRK the Simple Kriging mean was greater than the
160 cmgft cut-off value calculated by Aflease and applied to the Mineral Resources. Estimates
informed by a sufficient number of samples in this domain are typically below the 180 cmgt
cut-off. Estimates which are poorly informed by sampling information and in which the
weighting assigned to the mean is relatively high are above the cut-off. SRK consider that the
mean value is too high, and that the estimates in this domain are tcc high.
SRK further consider that the thin low grade domain areas do not have reasonable prospects
of eventual economic extraction, and have been excluded from the Mineral Resources.

Although, SRK considers a cut-off of 160 cmg/ht to be optimistic, none of the estimates
outside of the domain excluded by SRK are below 180 cmgft, which SRK consider to be a
more appropriate cut-off, hence changing the cut-off from 160 cmg/t to 180 cmg/t does not
change the Mineral Resources. In addition, the Mineral Resources have been reported over
a minimum width of 800 mm, consistent with the manner in which the Mineral Resources
have been reported at the adjacent Sub Nigel project.

Portions of the mine below the 21 Level are flooded, and are also excluded from the Mineral
Resources at present. The Mineral Resources at Spaarwater are presented in Table 4.9.
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4.8.2

4.8.3

4.8.4

Table 4.9: Spaarwater Mineral Resources Effective 1 April 2008

Classification Tonnes Grade Gold
(kT) (9/t) (kOz)
Inferred 733 4.66 109.7

The Mineral Resources are reported over a minimum mining width of 900 mm.
The Mineral Resources are reported above a cut-off of 180 cmgft.

The economic parameters used in the Mineral Resources estimation are as follows:
* Gold price USD 600/oz

* Exchange rate of ZAR:USD 7,00

» Working cost ZAR 270/ton

¢ Minimum stoping width 900 mm.

New Kleinfontein and Turnbridge

New Kleinfontein is a mature operation that mined remnants, pillars and vamping. There are
no standard procedures for sampling and evaluation of the material mined, and the drill-hole
data are insufficient for a robust in situ grade estimate using geostatistics or similar
technigques.

Turnbridge likewise has a lack of verifiable sampling data, but it lies adjacent to
New Kleinfontein and is considered an extension of that ore body. No additional work has
been undertaken on the Turnbridge property since the original documentation of this Mineral
Resource.

Given the long lead time that would be required for any additional verification, SRK
considered it prudent to classify all Mineral Resources on these projects as Inferred
Resource.

Sub Nigel

The Mineral Resource for Sub Nigel used terms that are inconsistent with the definitions
and guidelines of the SAMREC Code. From the perspective of the availability of data and
in particular the lack of quality indicators attached to sample data, SRK considers that the
appropriate classification for the Sub Nigel Mineral Resource, in a manner consistent with
the treatment of the New Kieinfontein and Turnbridge area, is that of Inferred Mineral
Resource.

Although previous estimates of Mineral Resources for Spaarwater Gold Mine have been
classified as Measured, Indicated and Inferred Resources, data verification is not possible,
and details of data quality are not available. SRK considers that these estimates are also
most appropriately classified as Inferred Mineral Resources.

Ventersburg Project

SRK considers that the Inferred Mineral Resources estimated for the Ventersburg Project
comply with the requirements of the SAMREC Code. The additional drilling completed
recently has increased confidence levels and the geological knowledge, resulting in greatly
improved drill resulls. The inferred Resource has been classified in only a single domain
area, which has the greatest density of drill-hole intersections. Generally, SRK is satisfied
that the classification of Mineral Resources reported in this CPR reflects the appropriate
confidence in the tonnage/grade calculations, geology continuity and distribution of data.
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Figure 4.1; Identified Domains on the BPLZ, Channel Facies and UK9a
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5. AFLEASE - MODDER EAST

5.1

5.2

Introduction

Turgis Consulting (Pty) Ltd (“Turgis”) completed a definitive feasibility study for the Modder East
project during May 2006 on behalf of Aflease. In this feasibility study, Turgis considered the primary
access and mining methods for the Back Reef formation and the UKSa Kimberley Reef. Turgis
reviewed the life-of-mine ("LoM”) plan in June 2007 and SRK completed a Technical Report
in August 2008, which forms the basis of this CPR.

Mining
5.2.1 Project Description

The Modder East project proposes to exploit a Witwatersrand-type ore body on the shallow-
dipping Black Reef at depths of 300 m and the UK9a Kimberley Reef below the Black Reef
formation. The total Probable Mineral Reserves, excluding the channel facies, are 7,65 Mt
at an average grade of 5,51 gft. The Black Reef and Blanket Facies reefs will be mined
simultaneously.

The BPLZ is approximately 300 metres below surface, and the inclination varies between flat
and shallow dipping at 4°. The reef is relatively undisturbed, with minimal geological
structures encountered during exploration. The gold is concentrated along a depositional
shoreline on the northern edge of the ore body with grades dropping off as the distance
increases in a southerly direction from this shoreline. The BPLZ is underlain by Blanket
Facies and Channel Facies.

The UK9a underlies the Black Reef formation unconformably and sub-crops against the
base of the Black Reef. The sub-crap is approximately 300 metres below surface and. dips
at approximately 8° to 12° to the south. The UK9a on the property has been evaluated
to a depth of 530 metres below surface. The reef is highly channelized and distinct pay
shoots are easily discernable. Though some geological structure has been identified
by exploration drilling, it is not significant and does not affect mining.

At the concept and pre-feasibility study phases of the Modder East Project, considerable
work was done on selecting an appropriate mining method for the BPLZ. Methods were
discussed at length in studies completed by Turgis in August 2003 and January 2004.
At that time, oniy the Black Reef was considered for mining.

A review of the Turgis work has confirmed the conclusion that conventional narrow-reef
methods supported by a trackless footwall infrastructure are the most suitable for this
situation.

To mine the BPLZ and UK9a Reef horizons, a combination of conventional and mechanized
mining has been proposed. Access to the ore body will be by a trackless decline from
surface, accessing the footwall of both reef horizons. This decline wilt be used as a roadway
for vehicles to transport rock and materials in and out of the mine. Additicnally, a vertical
shaft will be sunk and used to transport personnel in and out of the mine and provide
additional ventilation. The vertical shaft is seen as the second outlet as required by South
African law.

Support of the development and stopes is based mainly on a rigid pillar system, which will
protect the surface from any effects of mining. Rock bolts and timber props will also
be used.

The mine will be ventilated by two exhaust fans on two ventilation raise drill-holes.
These fans wilt draw air into the mine via the decline and vertical shaft, which form both
intake airways. Access will be by trackless decline with a footwall haulage layout providing
access to the reef (see Figure 5.1). The UK2a Reef is accessed by extending the decline
ramp in the footwall.

The life of the project at a run-of-mine ("RoM”) depletion rate of 100 ki/month and some
10 kt/month of waste development is expected to be more than 10 years, producing more
than 31 000 kg of gold.
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2.2.2 Description of ine Frimary Access System

The selection of the primary access system to the BPLZ some 300 metres below surface
was made by conducting a trade-off study of the main options during the pre-feasibility
study. This was followed up in January 2006 by a second trade-off study between shaft
hoisting and decline trucking. Both studies demonstrated clearly the preference of decline
trucking in terms of capital costs, operating costs and time to commence production.

Trade-off studies and a truck-simulation exercise indicated the cost beneiits of using
50-ton trucks. The length of the decline at a 9,5° dip to the footwall developmelnl 20 metres
below the reef horizon is 2 032 metres and to the chutes below the silos 2 460 metres.
At a steady-state production rate of 100 000 tons of ore and waste per month, the 50-ton
haul trucks provide cost benefits over smaller units.

The decline cross section was made 50 m wide x 5,3 m high to cater for the trucks and
ventilation requirements. The cross section area allows for a Toro 50 ton haul truck to travel
on a 0,3 m roadbed with two 1 050 mm ventilation ducts during the development phase.
The surface box cut for the access-decline portal is extensive to cater for the depth of the
overburden and incompetent rock. The depth to the footwall of the decline excavation at the
brow position has been designed to 32,5 metres below surface,

A five-metre finished diameter shaft is being sunk from surface to 320 metres below surface.
It will be used to provide downcast ventilation, human access, and all services necessary
for mining such as telephone, signal and power cables, pumping, compressed air, service
water, drinking water and drain columns.

The shaft will be equipped with rope guides fixed at the bottom of the shaft and tensioned
in the headgear. Spear-point guides will be installed in the bank area and at the bottom
of the shaft. Crash beams wili be installed in the headgear and at the bottom of the shaft.

Rock Engineering

Modder East and UC prospect areas are located on the East Rand, north of the town
of Springs and south of the N12 Witbank highway. The location of the proposed mining area
with respect to surface infrastructure (including roads, rail lines, surface dams and
watercourses) is shown in Figure 2.3. The design of the underground pillar and stoping
layout is such that pillar failure, significant convergence, or extensive panel collapse
is not expected. In addition, it is likely that ground contained in fault fosses will contribute
to regional stability. No significant surface subsidence is anticipated near any surface
structures, particularly the Spoornet railway lines and the N12 highway.

The shaft pillar has been sized at 36 m x 36 m, which should be sufficient to maintain vertical
strain and induced vertical stress within generally acceptable limits.

SRK undertook a preliminary geotechnical assessment of the expected ground conditions
based on the drill core from DD 28 deflection 6. Using Laubscher's rock-mass ratings and
Barton's Q system of rock mass classification, the rock mass can be described as fair
to very good. Facies variations within both reef packets can be expected to influence rock
mass quality and the possibility of poorer quality ground existing in some areas cannot
be precluded. Identification and management of changes in ground conditions will be part
of the normal mining process.

The safety factor for the pillar layout and panel span varies with depth and rock mass
strength as shown in Table 5.1. Safety factors are generally acceptabie.




Table 5.1: Summary of Pillar Design Calculations — Modder East

Parameter BPLZ Kimberley Kimberley
Depth below surface 300 m 300 m 500 m
Stoping width 3,2m 09m 0,9m
Design rock mass strength 62 MPa 77 MPa 77 MPa
Panel width 25m 25m 25m
Pillar size (| x w) Bmxd4m Bmx4m 6mx4m
Effective pillar width 48m 48m 48m
Holing size 20m 20m 20m
Extraction percentage (%) 89,7 89,7 89,7
Pillar stress 78 MPa 78 MPa 130 MPa
Pillar strength 147 MPa 182 MPa 182 MPa
Factor of safety 1,9 2,3 1,4

It is expected that pillar strengths will vary: {ithological changes will affect material strength,
and facies changes will affect the mining height and mining practice that could result
in undersize {or oversize} pillars. With the planned high-percentage extraction
(approximately 90%), small changes in pillar geometry could rapidly reduce pillar strength
and safety factor to unacceptable levels. A system to monitor pillar condition should
be incorporated into the code of practice to give adequate warning of any pillar instability.

The planned panel spans of 25 m for the BPLZ have been verified by SRK's preliminary
geotechnical investigation. Where adverse geological features are intersected, additional
stope support or in-stope pillars may be required for local stability.

SRK concurs that the recommended stope face and permanent support specifications are
feasible and can be refined once mining has started and the required support resistances
can be determined.

A comprehensive geotechnical investigation of the portal site has been undertaken
to minimize the risk of encountering sinkholes in the dolomite formations. The support
recommendations for the open cut and decline design require a high level of rock
engineering, as these are critical excavations to the success of the mining operation.
The support designs are based on empirical relationships and must be justified by sound
ongoing examination of rock conditions during development. No problems are foreseen.
SRK concurs with the tendon-support design for the decline, passing bays, excavation
intersections and footwall development. The feasibility study has made provision for the use
of shotcrete where the ground is of poorer quality.

The mine study proposed a Y-legged ore pass, with a 60° angle between the legs, for
handling ore from reef horizon to the footwall tramming. The proposed design should remain
stable for the life of the ore pass. Failure of the wedge between the two cre passes could be
caused by scaling, poor ground conditions or abnormal geological structures. inclusion
of multiple ore passes per raise line in the feasibility study mitigates this risk.

Where the Black Reef is overlain by dolomites, the risk of water inundation must remain and
demands constant vigilance notwithstanding that the drill-holes for valuation did not
intersect large quantities of water. In mitigation, it was reported that mines in the East Rand
Basin in the area of Modder East have been dewatered to 750 metres, depressing the local
water table to below the mining elevation of the Black Reef.

Footwall development shows a line of in-stope grid pillars directly above the footwall drive.
Although the planned middling is 25 metres, SRK is concerned that excessive stress
concentration on the footwall drive may result in scaling under poor ground conditions
and monitoring of the design performance is recommended. Pre-stressed stick support
is considered adequate in the stope. The support-design criteria will be regularly evaluated
against the code of practice for the mine and revised as necessary.
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5.2.4

5.2.5

5.2.6

Mining Method Description

The mining method selected for the BPLZ stoping is conventional narrow reef mining
as practised widely in South African gold mines. Mining will be serviced by a trackless
footwall infrastructure. All access to the reef horizon and all on-reef excavations will
be mined in a conventional manner (Figure 5.1-A).

A plan showing the area to be stoped on the BPLZ horizon is given in Figure 5.1-B.

The stoping panels will be 29 metres wide including a 4-metre piliar. The advance strike
gulley ("ASG") is planned at 1,5 metres in width and 2 metres in height and the remaining
23,5 metres of the panel is planned at a stope width of 1,0 metre. The strike length allowed
for each panel is 90 metres including the raise development and ledging sections.
Panels will be mined in a strike direction with the ASG leading by at least 2 metres.

The mining method used on the UK9a Reef will be very similar to that used for BPLZ.
The most significant difference between the two reefs is that the UK9a dips at between
6° and 12°. Access to the stopes will be via a travelling way developed at an inclination
of 34° from the UK8a footwall haulage (Figure 5.2-A). On the uppermost level of the UK9a,
a vent raise will be developed to hole into the BPLZ horizon. All return ventilation from the
UK9a mining will pass up this ventilation raise and return to the exhaust ventilation shaft
to surface via the old workings on the BPLZ harizon. A single ore pass will service each raise
ling. Back lengths are nominally 232 metres in length but due to the size and shape of some
of the identified mining blocks, some raises are 300 metres long. No more than six panels
will be worked per raise line at any one time, which means no more than three panels will
be blasted per shift.

A plan showing the extent of stoping on the UK9a Reef is given in Figure 5.2-B.

Development

The underground infrastructure for access to the stopes for men and material and for
transport of rock will be positioned in the footwall of the reef. In both the BPLZ and the UK3a
reefs, the footwall infrastructure will be positioned 25 metres below the reef horizon.
This allows the stope ore passes to accommodate cone full shift's expected production.
The footwall infrastruciure is designed for trackless, diesel-powered trucking as well as
transport of men and material.

On the BPLZ footwall elevation, the layout will consist of a footwall haulage developed west
and east from the tip positions. The footwall haulage will be 5 metres wide by 5 metres high.
Loading crosscuts will run north and south from the footwall haulage to the extremities
of the cre body (Figure 5.3). Loading crosscuts are 4,0 metres wide by 4,5 metres high.
Truck toading boxes will be focated in the loading crosscuts to control the loading of ore from
the stope ore passes. Material bays will be established at the entrance to each raise line
from the loading crosscuts. A travelling way of 3 metres wide by 2,5 metres high will lead
from the material bay to the stope above. This layout is made possible by the flat dip of the
BPLZ reef.

A tipping arrangement will be established on the footwall below the BPLZ. Trucks moving
ore and waste from the stopes and development ends will discharge into tips here.
Two silos, with a capacity of 2 300 tons each, for ore and waste will be established below
the BPLZ footwall drive. Trucks hauling rock to surface are filled from the loading chutes
below the silos.

To access the UK9a stopes, footwall haulages will be developed west and east of the
central-access decling. The material bays and stope loading boxes will be located
in the footwall haulages. The strike length of the mining blocks on the UK9a reef will be
limited, with each footwall haulage servicing no more than three stopes. The paesitioning
of loading boxes in the feotwall haulages is not expected to cause excessive congestion.

Mine Planning

The development crew consists of three teams with an appropriate trackless fleet.
The teamns have the capacity to advance 252 metres per month for multiple development
ends or 120 metres while mining a single end. In the priority decline development, the
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advance rate is planned at 40 to 120 metres per month, supplemented by muck bays
at 60 metres per month, totalling 180 metres per month. On completion of the decline, the
number of available development ends increases with the footwall development and the
maximum advance rate per month on any end reduces to 40 metres per month.

Each raise line is planned with eight panels on either side of the raise, only 12 panels will
be worked at any one time. This provides spare faces for crews to move to should any face
be stopped or encounter geological problems such as a fault or dyke. The mining of six
panels per shift for two shifts per day also reduces the amount of activity in a particular raise,
reducing congestion in the handling of rock and material. Factors used to determine face
advance and tons produced are shown in Table 5.2,

Table 5.2: Calculation of Face Tons per Month per Panel

Calculation Parameter Value
Hole length {m) 1,00
Angle (degrees) 70
Advance per blast (m) 0,85
Blast efficiency 70%
Days per month 30
Face advance per month {m) 14,0
Tons per blast 66
Average tons per day 35
Tons produced per month 1000

Each panel can be expected to produce 1 000 t/month.

Pay Limits and Cut-off Grades

The following modifying parameters or factors have been used for the calculation of the
Modder East Mineral Reserves:

s BPLZ Resource width 1m

¢ UK2a Resource Width im

e Tramming width 1,08 m

* Gold price ZAR 193 000 per kg

¢ Mining operating costs ZAR 246/t on BPLZ and

Blanket Facies and ZAR 276/t
for UK9a Kimberley Reef

* Minor Geological Losses 5%

¢ Gold Losses 10%

A number of calculations were made to determine the in situ pay-iimit grade for the various
mining methods. The calculations assumed a gold price of USD 800/oz and an exchange
rate of USD 1,00:ZAR 7,50 (6,84). The equivalent Rand gold price is ZAR 193 000/kg
(211 643) The operating costs that were applied depend on the mining method. Together
with the modifying factors, the pay-limit grades were calculated as being:

* Narrow reef mining on BPLZ horizon: 1,67 gh.

s UK9a (Kimberly Reef) mining: 2,12 ght.
Additionally marginal pay-limit grades were calculated using the above criteria, with the
exception of the operating cost. The operating cost was reduced by an amount for mine

development to determine a marginal operaling cost, which was then used in the marginal
pay-limit-grade calculation. The marginal pay-limit grades are:

» Narrow reef mining on BPLZ horizon: 1,32 git
e UK9a (Kimberly Reef} mining: 1,76 g/t

Using the above modifying factors the total probable Mineral Reserves exciuding the
Channel Facies were estimated as 7,65 Mt at an average grade of 5,51 gft.
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5.2.8

5.2.9

5.2.10

Production Scheduling
The production was scheduled for the LoM using the Mine 2-4D Scheduling package.

The decline development was based on trackless mining equipment. The advance rates
detailed in Section 5.2.6 are based on benchmarking with other similar projects as well
as calculated productivities.

Once the decline reaches the BPLZ footwall position and footwall development commences,
the advance rates per end used in the mine schedule are 80 metres per month. The current
status is that the box cut has been completed and the declines have been advanced
to within 300 metres of the reef horizon.

Travelling ways, stope ore passes, raises and advance sirike gullies will all be developed
using conventional hand-held rock drills and air legs. The advance rate used in the schedule
is 30 metres per month for travelling ways, 50 metres per month for raises and 20 metres
per month for ore passes. Key milestones in the development schedule are:

* First reef is expected before December 2008

* First BPLZ stoping is anticipated in April 2009

¢ First UKQa stoping is planned for May 2010

e Full production is on schedule for June 2010.

First ore production is achieved in month 29 from reef development. Ledging commences
in month 30. Full production of 100 kt/month is reached in month 61. Full production
is maintained for some three years, after which production tails off for the last two years
of the mine's fife. A graph showing the source of RoM tons for the LoM can be seen
in Figure 9.1. The production plan provides for total of 7,56 Mt at an average grade
of 5,51 g/t to be mined. The LoM tonnage based on the production schedule is higher than

the declared reserves in Table 4.1 as some blocks of ore that is classified as Inferred
Resources will have to be extracted during normal mining operations.

The split of ore produced from the two reef horizons is not constant throughout the LoM, but
BPLZ ore makes up 76% of the total reserve.

Manpower

The feasibility study determined that the labour complement required for the Modder East
Project at steady state production is 1 535 personnel {Table 5.3).

Table 5.3: Summary of Labour Complement at Steady-state Production

Department Complement
Management 5
Administration 40
Engineering 133
Technical Services i9
Production 1299
Metallurgy 39
Total Complement 1535

SRK was advised that the total production complement on the mine in Table 5.3 excludes
any leave or relief provision, although the team composition has considered sick
absenteeism. Aflease accounted for this in the feasibility study by increasing the labour
rates by about 8%. These adjusted labour rates were higher than the aggregate labour rates
paid by neighbouring mines in the East Rand, but they can be considered low in the range
ot salaries paid in the industry.

Ventilation

There are no regulations regarding the minimum quantity of air to be delivered, but good
practice is to provide at least 0,06 m%s per rated kilowatt at the point of use. This quantity
is required when the equipment is operating, irrespective whether the equipment is working
hard or idling.




5.2.11

For normal mine development, the feasibility study makes provision for a dilution quantity
of 0,075 m*s per rated kilowatt. For decline development, where a dedicated end is served
by the diesel equipment, a dilution factor of 0,06 m*fs per rated kilowatt at the point of use
is defined. These overall dilution factors are acceptable. Mine standards will ensure that
more equipment than allocated in the design is not allowed into these areas. Ongoing
monitoring of occupational hygiene and ventilation will also ensure that more air can be
delivered to areas if pollutant criteria are exceeded. Proposed ducting will be able to carry
additional air, but additional fans may be required, depending on delivery distances.

The feasibility study determined that a flow of at least 400 m*/s is required in the mine (based
on a minimum permissible face velocity of 0,5 m/s). This is acceptable if mechanized
development headings are allocated sufficient air for dilution of pollutants. If the diameter of
upcast bored holes is increased, more air could be circulated at reduced main-fan
pressures, but a detailed economic analysis would be required for an evaluation of raise-
bore costs vs. capital and operating costs for fans.

Using costs given in the feasibility study, a provision of about ZAR 2 million has been made
for secondary ventilation capital equipment (fans, ducting, ancillaries) for development
of the declines, footwall drives and haulages. The amounts specified are reasonable.

The operating-cost schedules allow for replacement of ducting in headings at a rate
of 1,6 m/month. With high standards of duct maintenance, this could be feasible. In addition,
provision is made for a certain amount of recovery in the costing.

The trucking operation and all logistics services are in intake airways. This is considered
a moderate risk, although the vertical shaft will act as an auxiliary intake airway.

Special operating procedures should be compiled for the handling of fires in the decline and
footwall haulages.

SRK Comments

The selection of the mining method and infrastructure access proposal are appropriate
for the size and depth of the Mineral Reserves, SRK is satisfied that sufficient work in the
mine design and mining capital infrastructure has been done to give confidence at this level
of study. A contingency of 10% has been applied te all capital items in the feasibility study,
which is reasonable.

The average operating cost for the LoM is ZAR 188,69/t, which appears low when
benchmarked against the costs of similar narrow-reef mines. It is understood that all
waste development has been capitalized over the LoM, which accounts for the lower
operating cost.

No fatal flaws in the mine design, ventilation or rock-engineering aspects that could materially
affect the implementation of the project have been identified in the review.
The support recommendations for the open cut and decline design must be justified by sound
geotechnical investigation of the rock-mass properties, but no problems are foreseen.

Plant and equipment required to achieve the forecast rates of mining are included in the
capital estimates discussed in Section 5.5.

5.3 Mineral Processing

This section includes discussion of and comment on the metallurgical processing aspects
associated with the Modder East project. Bateman Minerals compiled the process-plant study,
which includes design, labour and capital and operating cost estimates. Mintek tested
metallurgical samples, while Bateman was responsible for the interpretation of the test-work results.

5.3.1 Metallurgical Test Work

Test work was undertaken by Mintek to support the plant design in two stages:

¢ A bulk sample from each of the Black Reef and UK9a Kimberley Reef from Grootvlei Mine
No. 8 Shaft operated by Petrex;

» Variability tests on selected intervals from 18 drill-hole core samples from Modder East.
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Samples had to be taken from Grootvlei, as access to the Modder East property for
whole-ore samples was not possible in mid-2005. The location of the bulk samples taken
from Grootvlei is not clear. However, Aflease informed SRK that the ore samples represent
typical metallurgical characteristics of Black Reef and UK9a ore zones being processed
at Grootvlei Mine in 2005. In addition, Aflease believes that the ore samples from Grootvlei
should be reasonably representative of what can be expected from Modder East.

Bottle Roll Dissolution Tests

Bottle roll dissolution tests were conducted on the bulk samples extracted from
Black Reef stopes in operation at Grootvlei. Fifteen channel samples were cut down
the total stope width including both mineralized reef and waste. Interpretation of the
results was complicated because sample head grades ranged from 3 g/t to 35 g/t, with most
being higher than anticipated plant-feed grades. However, the following observations are
of relevance:

The results confirm the presence of very strong preg-robbers in the Black Reef ore, with
average dissolution of 97% in the presence of new activated carbon and 69% in the
absence of activated carbon.

There is ne obvious relationship between head and residue grade, and significantly more
work would be required to determine such a relationship with any confidence. On average,
though, a final residue of 0,33 g/t was cbserved.

In view of the anticipated plant-feed grade, samples with head grades below 8 g/t were
separated out. In the presence of new activated carbon, these yielded an average head and
residue grade of 4,27 g/t and 0,33 g/t for an average recovery of 92%.

Operating experience at Petrex indicates that actual plant recovery on Black Reef
is approximately 98% of that found in bottle roll tests, with an indicated plant recovery
of 88%. This is probably due to the inability of partly fouled plant carbon to counter the effect
of preg-robbers to the same extent as new carbon used in laboratory testing.

Diagnostic Leach Tests

Mintek conducted multi-stage diagnestic leach tests on two composite 300 kg bulk samples
from the BPLZ facies of the Black Reef and the UKSa Reef. The procedure involved the
sequential solubilising of minerals associated with gold, commencing with the least stable,
and then extracting the associated gold by cyanidation/CIL. The free and exposed gold was
quantified by direct cyanidation. A second sample was leached in the presence of carbon
("CIL™) to establish gold that is preg-robbed (by difference). The CIL residue was then
subjected to a series of oxidative pre-treatments using progressively hydrochloric acid, nitric
acid and roasting, followed by CIL to quantify respectively, gold associated with oxides (e.g.
hematite, calcite, dolomite); gold associated with the more stable sulphides (e.g. pyrite,
arsenopyrite}; and gold associated with carbonaceous minerals (e.g. kerogen).
The remaining undissolved gold was assumed to be locked in the gangue minerals.

The Black Reef and UK9a Reef samples had head grades of 2,75 g/t and 4,16 gt
srespectively. Both samples were milled to a grind specification of 80% passing 75 ym.
The gold-mineral associations determined by the sequential leach procedure for the two
samples are shown in Table 5.4,




Table 5.4: Diagnostic Leach Test Results

Black Reef Kimberley Reef

Gold Gold Gold Gold

Association grade distribution grade distribution
(gh) (%) (gh) (%)

Gold available to direct cyanidation 2,39 87,05 4,08 98,11
(Gold that is preg-robbed (CIL) 0,06 2,24 0,00 0,00
Gold associated with minerals digestible
by hydrochloric acid 0,60 0,00 0.00 0,02
Gold associated with minerals digestible
by nitric acid 0,23 8,50 0,00 0,01
Gold associated with carbonaceous
matter 0,03 1,04 0,00 0,00
Gold associated with quartz (balance) 0,03 1,17 0,08 1,86
Total 2,75 100,00 416 100,00

In the Black Reef, gold extraction by direct cyanide leaching was reasonably high
at 87,05%, with 2,24% being attributed to preg-robbing. The majority of remaining gold
(8.5%) is associated with stable sulphides such as pyrite and arsenopyrite. Only 1,04%
of the gold was associated with carbonaceous minerals. The remainder appeared to be
associated with inert gangue minerals. The nitric-acid digest consumed about 21% of the
total mass, which is associated with the sulphides component.

in the Kimberly Reef, 98,11% of the total gold proved to be extractable by cyanide with only
very minor association with sulphides, carbonates and iron minerals. The remainder (1,86%)
of the gold was associated with inert minerals such as silicates.

The results indicate that, with the use of CIL processing, some 89,29% of the gold in the
Black Reef and 98,11% of the gold in the UK9a Reef should be recoverable.

Given that the preg-robbing behaviour for the bulk sample amounted to 2,24% of the total
gold feed, it can be surmised that higher levels of organic carbon would result in even
greater losses without the presence of activated carbon in the leach circuit. Erring on the
side of caution, Aflease decided to adopt a fully CIL circuit rather than risk a carbon-in-
solution ("CIS™) arrangement.

Comminution Test Work

CIL leaching of Black Reef displays a trend of decreasing tails for a decreasing grind size.
Tails appear to level off inside the range of 75 to 90 pm and drops again at 53 pm. This may
be related to mineral liberation from sulphide species at the finer sizes, with free milling gold
being released at coarser sizes. As there is little difference in tails grade between 80%
minus 75 and 90 pm, a grind size of 80% minus 90 pum was selected for Black Reef ore
design purposes. This corresponds to a tails grade of 0,34 git or 86,4% CIL gold extraction.

The results for Kimberly Reef are in complete contrast to those for Black Reef. Kimberley
Reef appears to be completely insensitive to the grind in the test series 80% minus 53 to
150 pm, returning a uniform tails grade of 0,08 g/t or 95% CIL gold extraction.,

Gravity Concentration Tests

Sub-samples of each are type (composite 30 kg samples from the Black Reef and the
UK9a Reef) milled at 80% passing 150 um were subjected to gravity concentration using
a laboratory-scale batch Knelson concentrator. For Black Reef ore, 14,4% of the total gold
reported to the final concentrate. This indicates that the Black Reef has a low amenability
to gravity concentration.

For the Kimberly Reef ore, 63,5% of the total gold reported to the final concentrate.
This implies a high amenability to gravity separation.
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Variability Tests

The eighteen variability samples were subjected to gravity concentration tests (Knelson
followed by hand panning of concentrates) and CIL treatment of gravity tails plus middling.
The results are summarized in Table 5.5, where the average, minimum and maximum values
for the three ore zones {Black Reef, Channel Facies and Kimberley Reef) are displayed.

Table 5.5; Variability Test Results

Goid Deportment (% of new feed)

Conc.
Gravity CIL Mass Overall
Head Tail Res. (% of Gravity CIL Rec.
Sample {g/t) {g/t) (g/t) feed) Conc. Middling Tail gold (%)
Black Reef
Average 7,23 3,50 0,27 2,30 46,5 8,7 44,8 40,7 87,2
Minimum 2,63 1,08 0,08 0,78 367 4,2 24.9 243 83,8
Maximum 20,34 12,35 0,89 4,41 70,9 12,2 57,6 51,9 95,2
_. Channel
Facies
Average 1,64 0,66 0,11 1,67 54,3 79 37,8 30,7 85,0
Minimum 1.18 0,28 0,08 1,15 376 53 223 12,0 76,7
Maximum 2,42 1,37 0,15 2,93 70,0 12,9 528 474 89,9
Kimberley
Average 5,16 1.1 0,14 0,82 69,2 938 21,0 17.8 87.0
Minimum 1,99 0,32 0,08 0,44 55,8 52 10,4 9.4 816
Maximum 772 2,07 0,22 1,17 84.4 12,6 37 259 93,9

The conclusions to be drawn from Table 5.5 by reef type are presented below:

¢ Black Reef
- Wide range of head grades, from 2,63 g/t to 20.34 g/t;

- Average gold recovery was 46%, compared with 14,4% for the bulk sample of Black
Reef. This level of mass pult cannot be achieved with batch concentrators in plant
practice;

- CIL gold extraction from gravity tailings averaged 40,7%,;
— Overall gold extraction averaged 87,2%, which is comparable with the 89% recovery
from the bulk sample. This suggests that the Black Reef ore is reasonably consistent.
+ Channel Facies
- The head grades of the samples varied from 1,18 g/t to 2,42 gft;

- Gravity gold recovery to final concentrate averaged 54,3%, which is high given the low
head grades of the samples. This level of mass pull cannot be achieved in pfant
practice with batch concentrators;

~ CIL gold extraction from gravity tailings averaged 30,7%,;
- Overall gold extraction averaged 85%. The range in the results is fairly narrow, which
should allow for consistent operation.
+ Kimberley Reef
~ The head grades varied from 1,99 g/t to 7,72 gft;

- Average gold recovery to gravity concentrate was 69,2%, compared with 63,5% for the
Kimberley Reef bulk sample;

- CIL gold extraction from gravity tailings averaged 17,8%. This was low because of the
high gravity recoveries;
- Overall, gold extraction averaged 87%. This is substantially lower than the Kimberley

Reef bulk-sample result, which indicated that an overall recovery of 97% t0 98% could
be achieved.
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5.4.4

Process Description

The Modder East project envisages the construction of a new CIL plant on the East Rand
to process Black Reef and Kimberiey Reef ores. The Modder East plant will consist
of a single-stage semi-autogenous (“"SAG") mill, operating in closed circuit, with
hydrocyclones, CIL adsorption, elution, electro-winning and smelting. The highly abrasive
nature of the ore favours low-charge milling with as few stages of crushing as possible.
The schematic flow sheet is shown in Figure 5.4. The plant will have a design capacity
of 100 000 ¢/month to match LoM requirements.

The construction of the plant started in the fourth quarter of 2007 and is expected
to be completed at the end of March 2009. The ground stabilization work has been
completed and the mill and tank foundations have been cast. The CIL tanks have been
erected. The major long lead items for the plant have been ordered and noe major delays are
anticipated.

The tailings disposal facility was approved by DME 11 June 2008, and-the. earthworks and
construction were started immediately to benefiting from the dry winter season.

Sampling, Analysis and Gold Accounting

Metal-accounting procedures for Modder East have not been finalized, but determination
of head grade may be awkward due to the difficulty of taking representative samples from
the coarse feed to the SAG mill. The inclusion of gravity concentration in the milling circuit
will also preclude the use of thickened pulp as a direct measure of plant-feed grade.
Typically, in such instances, the head grade is back calculated from the pulp grade plus
gravity gold recovered.

A laboratory will be located at the plant site to process and prepare plant samples.
The analyticat service will be outsourced to an external assay laboratory on the East Rand.

Gold Lock Up

Being a new or re-commissioned plant, in-plant gold inventory will accumulate from start up,
and this will be released only at plant closure. The inventory will fluctuate during operation
but typically might average 100 kg at the envisaged scale and mode of operation.

Traditionally, on final closure and clean up, South African plants have yielded between
0,04% and 0,40% of the total gold produced through the life of the plant. Due to the relatively
short life of the Modder East project, this is considered immaterial.

SRK Comments

The Modder East project envisages the construction of a new CIL plant on the East Rand
to process Black Reef ore. The proposed design capacity of 100 000 /month matches the
LoM requirements.

No grind sensitivity tests were performed on the variability samples, because the available
sample masses were small. Confirmatory test work is warranted at different grind sizes
before final design.

The design calls for a grind to 80% minus 20 micrometre {(um}. This performance might not
be achievable in a single SAG mill. The grind is a little coarser than the norm of 80% minus
75 um. To achieve 80% minus 75 pm a primary and secondary ball mill is normally required.
As the design grind of 80% passing 90 um may exceed the performance of single SAG mill,
Bateman recommended that additional comminution work should be done before the final
selection of the SAG-mill design. SRK agrees with this approach.

True representation of the gold extraction on the Modder East variability samples was not
possible as the gravity middling produced was totally consumed in the assay and nor
recombined with the tails for cyanide leaching. SRK recommends confirmatory test work
on additional variability samples, to ensure that all gravity and non-gravity gold is leached
in cyanide.
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Only very limited information from six variability samples from the Channel Facies is
available. Aflease should consider more confirmatory metallurgical test work on this ore to
assess the gold recover.

Limited bottle roll dissolution tests were conducted on channel samples extracted from
operational Black Reef stopes on the adjacent Grootviei No. 8 Shaft operated by Petrex.
Diagnostic leach and gravity-concentration tests were conducted on bulk samples of Black
Reef and UK9a Reef. Variability metallurgical test work was conducted on eight Black Reef
samples, six Channel Facies samples and four UK9a Kimberley Reef samples. Based on the
test-work results and Petrex’s experience, the recoveries to be used for evaluation purposes
should be 88% and 35% for BPLZ and UKQa, respectively.

The feasibility study assumed that the supply of reagents will be metered across to the
plant distribution tanks in the required concentrations from an independent facility operated
on a build-own-operate-transfer (“BOOT") basis. As the feasibility study has not established
if such BOOT suppliers exist, it would be prudent to incorporate reagent make-up facilities
in the capital-cost estimate untit the BOOT reagent supply can be confirmed. This additional
capital cost is likely to be small.

5.5 Tailings Management

The following summarizes the findings regarding the tailings-dam facility (“TDF") for the Modder
East project.

Several options were examined for the TDF site before selecting one within the boundaries of the
mineral rights area that NKGM owns. It is on the site of an old reclaimed tailings dam immediately
northwest of the planned mining footprint (see Figure 2.2). The zone of influence of the TDF could
include the Cowles Dam to the south but will not extend as far as the Blesbokspruit wetlands and
Marievale bird sanctuary.

The tailings will be deposited using the ring-paddock system conventionally employed on South
African gold mines, using an upstrearm-deposition method of construction.

The TDF has been designed according to the following parameters:

* The maximum rate of rise (RoR)} of 2,5 my/a

« The deposition rate will be 100 000 t/month

* The expected LoM is 10 years

* The maximum height of the dam will be approximately 20 m

¢ The footprint of the TOF will cover approximately 62 ha

¢ The outer slopes will not exceed 1:3

¢ The berm slopes will be restricted to less than 1:1.,5

* The decanting system should be sufficient to drawdown the 1:50 year storm in 72 hours
s The freeboard from the penstock intake point to the perimeter berm should be 1,2 m.

The description of the conceptual engineering for the TDF corresponds to a typical arrangement
for gold tailings disposal and meets the actual regulations on safety and stability in terms of slope
geometry, gravity-decanting, under-drainage, and rate of raise. The return-water dam will be lined
with a compacted clay layer to prevent seepage of contaminated water into the ground.

The capital cost of ZAR 16,9 million appears to be reasonable.

The monthly operational cost was calculated to be ZAR 0,80/ton and covers the necessary labour
and supervision for normal operation of a gold tailings facility.

The operational strategy for water management calls for the maximum recovery of water from the
tailings dam. Reclaimed water in the decant-water pond will be intermittently pumped to the
process-water tank at the plant to maintain the pond level within set limits. It is expected that about
50% of the process water in the slurry arriving at the TDF can be returned to the plant.

5.5.1 SRK Comments

The description of the conceptual engineering for the TDF for Modder East corresponds
to a typical arrangement for gold tailings disposal and meets the actual regulations on safety
and stability in terms of slope geometry, decanting, under-drainage and rate of raise.




5.6 Engineering Infrastructure and Capital Projects

Access is provided into the higher-grade central region of the ore body with a single trackless
ramp. This offers greater flexibility and less waste development-metres than conventional shaft and
horizontal tracked haulage. The ramp system also offers earlier access to the high-grade ore,
future access to the Kimberley reefs, and the ability to track the reef horizon, which varies
in elevation by about 50 m over the mining area.

The vertical shaft is the artery for all services. To avoid traffic congestion in the ramp, rock hauling
will be scheduled with material requirements, equipment and personnel movement.

To avoid damage to the pipes, service columns and power cables should not be suspended below
the upper impact line of any mobile equipment.

Capital costs have been estimated at the appropriate level with the backup of quotes from major
equipment suppliers.

Road access to the site will be via regional tarred roads connecting Daveyton, Boksburg and
Cowles Dam. The area is well serviced by road and rail links, allowing easy and convenient daily
commuting to the central and eastern Witwatersrand.

OR Tambo International Airport is some 15 km northwest of the project site. Rand Airport
{Germiston) is some 20 km west of the project site.

An electrical-power network exists in the area, and the feasibility study assumed a 22 kV supply
would be available from Eskom within two kilometres of the site. An installed capacity of 35 MVA
is planned. Capital-cost estimates were based on a mix of new and second-hand switchgear and
transformers.

The feasibility study assumed that a water connection could be established with the Rand Water
Board within a 1,5 kilometre radius of the surface infrastructure. This will provide potable and
make-up water.

Table 5.6 gives the projected capital expenditure for the Modder East project in 1 January 2006
money terms, split into project and ongoing capital requirements. The provision for environmental
closure included in the feasibility study capital budget has been removed, as it is treated differently
in this CPR. The CIL plant is rated at 100 000 t/month. SRK has adjusted the ongoing capital
provision to 3% of operating cost excluding labour in any given year less any identified capital.
The estimated capital expenditure is shown in Table 5.6.

Table 5.6: Modder East: Capital Expenditure Estimates

Total

Capital Item 2008 2009 2010 2011 Capital
(ZAR

Millions)

Capital Development {ZARm) 18,8 91,6 86,6 0,0 197,1
Trackless Development Equipment {ZARmM) 45 9,9 89 0.0 23,3
Conventional Mining Equipment (ZARm) 17.5 26,9 20 0,0 46,5
Shaft Sinking (ZARm) 494 59 20,3 0,0 75,7
Underground Engineering (ZARm) 43 7.9 6,7 0,0 18,9
Surface Engineering (ZARm) 59 14,5 49 0.0 25,4
Capitalised Working Costs (ZARM) 0,4 0.2 0,0 0,0 0,6
Stoping on Qif-reef development {ZARm) 0,0 0.0 0.0 0,0 0,0
Technical Services {(ZARm) .0 0.0 0,0 0,0 0,0
Modder East Ptant {ZARm)  198,0 0,0 0,0 0,0 198,0
Tailings Facility Capex {(ZARm) 270 0.0 0,0 0.0 27,0
Total Project Capital Expenditure (ZARm) 3259 157,0 1296 0,0 612,4

The capital estimate for the plant is based on the use of new equipment and is considered realistic.

As construction costs for tailings dams are very sensitive to the footprint of the impoundment,
location from plant, land rights, and other site-related issues, the presented costing is based on the
assumption that a new facility will be constructed within the available area.
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5.7 Operating Costs

5.7.1

5.7.2

5.7.3

Mining

The operating costs have been prepared using zero-based costing techniques, assuming
reasonable consumable consumption levels. The ratio of development to stoping is roughly
in ine with industry norms. SRK was advised that the total complement on the mine is 1535,

of which 39 are plant personnel. This excludes any leave or relief provision, although Aflease
has catered for this by increasing the base labour rates by about 8%.

Table 5.7: Modder East — Mine Operating Cost Estimate

Operating Cost Item QOperating Cost ZAR/t
Management 10
Mining consumables 48
Mining labour 38
Mining equipment 30
Engineering consumables 10
Engineering labour 13
Technical Services consumables 4

Technical Services labour

Administration consumables

Administration labour

Water

Electricity 2
Other

Closure fund contributions

SLP provisions, separation benefits 1

CWLWNON B~ W

Total operating cost excluding process 204

The average LoM operating cost for all mining is ZAR 204/t, which appears low when
benchmarked against the costs of similar narrow reef mines. Aflease advised SRK that all
development costs were treated as capital expenditure in the feasibility study

Processing Plant

Operating costs for the Modder East Plant (Table 5.8) were developed as part of the
feasibility study by Bateman with input from Aflease and Turgis. Operating-cost estimates
have been determined using zero-based costing technigues, assuming reasonable
consumption levels of consumables, and are in 1 July 2008 money terms. The estimate used
in the TEMs ZAR40/t ore processed.

Table 5.8: Modder East — Process Plant Operating Cost Estimate

Component Unit Cost (R/t)
BPLZ UK9a
Salaries and Wages 7,11 7.11
Stores and Materials 22,10 16,23
Maintenance 2,65 2,65
Power 6,62 6,47
Qther 1,61 1,55
Total Modder East Plant Cost 40,09 34,01

Total Operating Cost

The average operating cost for the LoM of the Modder East project is R244/t of ore milled —
a mining cost of ZAR 204/t and a plant cost of ZAR 40/t. Conversion of the capitalized
development costs into an operating cost increases the average LoM cost to R212/t, which
while on the low side is reasonable in comparison to similar narrow-reef operations.




5.8 Environment

59

The mine area is located within the Ekurhuleni Metropolitan municipality (EMM). The mine is located
on the farm Remainder Cloverfield 75IR. The mine site lies mostly on the footprint of an old tailings
dam, which is understood to have operated from 1960 to the late 1890s after which the tails were
reclaimed for the extraction of residual gold. Observations made on site did not indicate the
presence of any residual tails on site. However due to the nature of the previous land use,
i.e. tailings disposal facility, the area is considered disturbed and not environmentally sensitive.
Although the land adjacent to the mine site has been cultivated, the site itself has no agricultural
activities on it.

The mine is in the Bleshokspruit catchment with the spruit lccated approximately 2.5 km west
of the Blesbokspruit River (Upper Blesbokspruit catchment). No dams are located within the
boundaries of the mine area, however, Cowles dam lies approximaliely 1.5 km south, and Alexander
Dam lies approximately 3 km south west of the mine area both of which have apparently been
impacted on by the industrial activities in the areas.

The suburbs of Eastvale (also known as Modder East) and Dersley lie to the west of the
proposed mine. Sappi Enstra and Grootviei No, 8 shaft are to the south, and the informal settlement
of Slovo Park and the Welgedacht small holdings lie to the southeast and east respectively.
The N12 highway is located to the north of the mine and a further 2 km north of the N12 is the
township of Daveyton.

Compliance

As a result of design changes a number of EMPR's have been submitted to the DME in terms of
the MPRDA. However, the final version was submitted in June 2007 and approval was received
from the DME on the 4th October 2007 (PWV 5/3/2/287). The EMP was approved on condition that:

{1) Tailings dam not to be constructed until geotechnical report and tailings dam design submitted
to and approved by DME. Tailings dam design was approved by the DME as an addendum
to the EMP on 11 June 2008.

{2) Underground risk assessment report {0 be submitted and approved by the Principal Inspector
before mining activities commence in the affected area(i.e. the area within 100 metres of the
tailings dam). Risk Assessment submitted to Principal Inspector on 14 March 2008, Approval
still pending.

(3) Submission of radiation risk assessment and proposed remedial measures before
31 December 2007. Radiation Safety Assessment prepared by Dr J C Botha submitted
to DME on 11 December 2008. A Certificate of Registration No. COR-225 subsequently issued
to NKGM by the National Nuclear Regulator on 25 August 2008.

An application for a Water Use Licence was submitted to DWAF in early 2007. A draft licence was
received in the middle of 2007 (Registration Number 16/2/7/C212/C108) however, the final licence
has stili to be issued by DWAF [l is understoed that the mine have on a number of occasions
queried the status of the licence with the regional DWAF office, however, as final licensing
is undertaken naticnally, the regional office cannot comment en why the licence has not been
issued or when it can be expected. Strictly speaking the lack of a license is a legal non-compliance
with the NWA, however, this is not currently seen as significant as many mines in South Africa have
not yet applied for a license or if an application has been made, the licence has not been granted,
and in this case it has been identified that the delay is primarily as a result of departmental
responsibilities. A brief review of the draft licence by SRK indicates that the conditions in the draft
are routine and are within the mines capabilities of achieving.

The mine has undertaken a background radiation safety survey which in summary indicated that
the calculated dose is less than NNR requirements of 1 mSv/annum for members of the public and
workers. The measured contamination levels were found to below 0.04 Ba/ecm? for alpha and beta
actively respectively. The radicactive concentration in the rock dump material is less than 0.5 Ba/g
per isotope. These levels are all below the public clearance levels. This report has been
ledged with the National Nuclear Regulator as well as with the DME. A Certificate of Registration
Number COR-225 has been granted by the National Nuclear Regulator.
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5.10 Environmental Issues — Modder East

5.10.1 Water Management

As the mine is not yet in operation, there is minimal water management required.
That requiring management is water made in the underground, which is pumped to surface
and evaporated. The quality of this water is poor due to elevated magnesium, sulphate and
nitrate concentrations. However, as the water management infrastructure is lined it is not
expected that there will be significant seepage to groundwater. The mine has implemented
infrastructure in compliance with GN 704 as part of the constructicn phase. It is reported that
a storm water management plan will be implemented to ensure that compliance with GN 704
is maintained during operations.

5.10.2 Potential for Acid Rock Drainage

Although the Knight Peisold design report indicates that the drainage from the tailings dam
is likely to be acidic, it is understood that no geochemical characterisation of the waste rock
and tailings has been undertaken. As residues of gold mining activities typically generate
acidity, depending on the geology and geochemical properties of the host rock, it is
necessary to characterise both the tailings material and waste rock in term of potential
to generate acidity. This is necessary to design appropriate management measures for acid
produced from the facilities. It is recognised that the waste rock dump is not likely to
increase in volume in the short term as there is currently a contractor who is utilising crushed
waste rock as a building aggregate, with the expectation that this will continue for the life
of the operation. However, should this contract fall through there is the potential that the
volume of the dump could increase. If this occurs and there is acid production from
the material, the mine would need to consider appropriate management actions to mitigate
possible environmental impacts.

5.10.3 Soil antaminaﬁon

Minor spills of hydrocarbons were observed in the workshop and salvage yard, however,
these are not considered by SRK to be material.

5.10.4 Air Quality

During the current construction period, there are no significant dust emissions from the
mine.

5.10.5 Social and Labour Considerations

The information presented in the EMPR indicates that appropriate public consultation was
undertaken. Although the mine are still operating under an old order mining right and
application for conversion was made in May 2008. As the conversion has not occurred for
the mine there is no current requirement for a SLP. However, the mine has been proactive
and has developed a Sccial and Labour Plan that has been approved by the DME. This
document appears to be appropriate for the operation. The basis of the SLP is that the
Modder East Mine will be owned by Aflease Gold (74%) and Micawber 400 (Pty) Ltd (26%).
Micawber 400 is an empowerment company and has as its shareholders a Community Trust
and an Employee Trust which each hold 30% of the issued share capital of Micawber 400.
Should the Modder East Mine declare a profit, it will be allocated to the shareholders
pro rata to their shareholding. Therefore, should a profit be declared, the Community Trust
will receive 30% of Micawher 400's share which will be made available for community
development through the Community Trust. The Community Trust will be represented by
members of the local community as well as employees of Aflease Gold. The objective of the
Community Trust is to assist and enhance the social upliftment of the Historically
Disadvantaged South African {"HDSA") communities within areas where the mine is located.
The aim of the of the Community Trust is to:

¢ Fund projects that would lead to job creation;
s Act as a catalyst to ensure that the benefits of the mining industry are widely spread;
s Ensure that the communities surrounding the mine benefit from it;




* Encourage sustainable job creation, entrepreneurship and sell.
* Create independent entrepreneurs in the local economy.

As the mine is not yet operational, the SLP has not yet been implemented. However, once
operational and turning a profit the SLP appears to be appropriate. A risk however, is if no
profit is generated, there will be no benefits to the community.

5.10.6 Subsidence

It is reported by the mine that it is unlikely that subsidence will oceur during mining activities.
This however, should be accurately modelled once operations commence.

5.10.7 Clositre Planning and Costing

The DME guideline for calculating closure liability has been used by the mines consultants
to determine the quantum of the liability for the mine. This estimate is ZAR 20.3 million.
A guarantee from Guardrisk for the full amount has been lodged with the DME. The amount
of ZAR 20.3 million is appropriate for the current liability (as of July 2008); however, once the
construction is complete, SRK is of the opinion that this amount is not sufficient. Based on
the information in the EMPR indicating the infrastructure that is present, SRK is of the opinion
that the liability could be between ZAR 30 to 40 million.
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Figure 5.1: Modder East — BPLZ Stope Layout and Mining Extent in LoM
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Figure 5.4: Schematic Process
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6. AFLEASE - SUB NIGEL
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6.1

6.2

6.3

Project Description

Subsequent to a scoping study for Sub Nigel, compiled by MDM Ferroman {Pty) Ltd ("MDM”),
a pre-feasibility study has been completed by Aflease in July 2007. The resources available for
mining are essentially high grade shoot areas that are extensions of existing workings that
for various technical and economical factors were not mined in the past. The scale of mining
determined for this first phase of mining is 20 000tpm, which is the current hoisting capacity of the
shaft and would therefore require minimal capital. The pre-feasibility study evaluates the potential
of this strategy.

Sub Nigel has significant infrastructure in excellent condition and virtually all stoping areas are fully
accessed, contributing significantly to a low mining cost. The mine is accessed via the existing
No. 1 Shaft which will be utilised for all ore hoisting, men and material and also be the main intake
airway into the mine. All waste rock from limited waste development will be packed underground
into the existing old stope gullies.

The main tramming level will be focussed on 19 Level using 5-ton battery locomatives. On 17 Level
ore will be transported from both 17 and 14 Levels to the shaft using 3-ton diesel locomotives.
The mine has considerable development infrastructure in place (including rails in some areas),
however for accessing all the stoping areas on-reef development techniques are utilised.
The versatile track bound reef drives cope with the reef undulations associated with the dimensions
and dip of the pay shoots. On-reef development is utilised for stope access and sampling for pay
shoot definition.

Reserve Estimate

The following modifying parameters and factors were used for the estimation of the Nigel Reef
Mineral Reserves:

* Nigel Reef stope width of 90 cm
« Average mining width 93 cm (i.e. stope width inclusive of tramming width)

» Gold price of ZAR135 per gram (calculated on a gold price of US$600/0z and an exchange rate
of US$1.00:ZAR7.00)

* Mining operating costs ZAR 282 per ton {Operating costs were calculated using figures derived
from first principles and quotes, based on the Modder East feasibility study. The costs were
synthesised to account for the Sub-Nigel mining details.)

* Gold Losses 5%
+ MCF 95%
* In-stope pillars  7%.

The resultant reserve totals 1 538 730 tons at a gold grade of 3,55 g/t containing 175 560 oz of gold,
based on Mineral Resource of 2,98 million tons at a gold grade of 3.21 g/t (Refer to Table 4.6}.

Mining Description

Conventional mining options were compared to establish the most practical mining method
compatible with the existing infrastructure. Trackless mining was considered, however,
it was discarded essentially due to the reef being only 60-70 ¢cm wide. A combination of breast and
dip mining will be used due to vast variations in size and shape of the mining areas. Breast mining
will be employed in the larger areas with a strike length of greater than 50 m and dip mining
employed in the areas with strike length of less than 50 m.

The ore hoisted from underground will be fed into a standard gold plant located 1 kilometre from
the shaft, processing 20 000 tons per month with a gold recovery of 94%. The tailings dam is right
next to the plant.

6.3.1 Mining Method

The Sub Nigel ore body is a narrow tabular ore body with distinct pay-shoots and the
average dip is 16°. However, due to the variable shape and size of the un-mined blocks, two
different mining methods are proposed. The first is a conventional breast mining layout and
the second a conventional up-dip/down-dip mining layout.




Development

The mine has been extensively developed, including access development from the various
shafts and on-reef development at 70 m intervals. The unmined blocks are almost all
available although some blocks require access development and pay shoot delineation.

Two development layout options were considered; the first is to continue with the existing
on-reef development and the second is to develop footwall cross-cuts and create buffer reef
storage capacity.

Conventional on-reef development will be performed on Sub Nigel shaft with locomotives
and hcppers doing the ore and material transport. The key motivation for the decision is that
the mine is designed for this equipment and is also the least expensive option. All the
haulages extensions on 17 and 19 Levels will be developed on reef as this will give better
access to the reef for sampling purposes for the identification of pay shoots. The dimensions
of the haulages are 2,5 x 3,0 m. No traveliing ways will be developed as all haulages are
developed on reef, providing adequate stope access.

On 17 Level most of the haulage is still equipped with rails and these only require
upgrading. The level will be used for limited rock transportation and is thus equipped with
3tonne diesel locomotives. The are will be transperted and tipped into the shaft ore passes.

On 19 Level only a small portion of the haulage is equipped with rails and will require the
installation of new rails. The level will be the dedicated transport level and will also require
most of the new development. The level will be the main rock transport ievel and is thus
equipped with larger locomotives and hoppers than on 17 Level. The haulage will have
to be sliped in places to accommodate the larger 5-ton locomotives.

Stoping

The existing stopes will mostly be mined in the original direction and only altered where the
shape and size of the mining block warrants change. Breast mining will be used in pay
shoots that are more than 50 m wide. Wide pay shoots are mined more effectively using
a breast mining laycut, as fewer panels are used and therefore requires less equipping.
This will mean that the panels will be able to advance for at least 25 m in each direction
on strike.

The down/up-dip mining method will be used in areas where beast mining is not feasible,
where the pay shoots are too narrow for a breast mining layout. Where the pay shoot is too
narrow for example narrower than 50 m it will be more feasible to mine the block with two
20 m up/down-dip panels.

The breast layout consists of 30 m panels with an 9G cm stoping width and 6 m x 4 m pillars.
The support system consists of 140 mm mine poles spaced 2 m on dip and 2 m on strike,
a breaker line of clusters is installed every 20 m. The guilies will be developed on strike
1,8 m high and 1,4 m wide. The gully support includes 1,5 m end anchors and spaced
0,5 m on both sides of the centre line. Mechanical (Acrow) props are used in the panel as
temporary support.

The drilling will be done using hydropower rock drills. Stope cleaning will be done using
both face and gully scraping. The centre gully when present will be cleaned by means of a
centre gully winch, The face winch will also be used to do sweepings. Ventilation holings will
be developed between the pillars to establish ventilation on the panel faces.

The dip mining layout consists of two 30m or shorter panels mined in an up or down dip
direction depending on the position of the block. The same support methodology will be
used as with the breast mining. A centre gully is developed 1.8m high and 1.4m wide.
Crilling will be done with electric drills. Cleaning will be done using a centre gully winch only
with the faces of the panels being cleaned by throw-blasting into the centre gully. The two
short panels will be carried in a staggered layout. This will ensure that the paneis will not
dilute each other and that the support will also not be blasted out. The support standard will
be the same as for the breast mining layout. Dip pillars will be left on the side of the panels.
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6.4

6.5

6.3.2 Mining Productivities

The mine will produce on a two shift basis — morning and night shift mining operations and
be serviced on a three shift basis — afternoon shift rock and material hoisting.

For the purpose of the study a 13 m per month stoping rate was used on a 30 m long panel.
This equates to a stoping rate of 390 m? per month. Thus to achieve a 20 000 tons per month
production rate, 23 stoping panels will be mined simultaneously.

6.3.3 Rock Engineering

The mining layout for Sub Nigel, mine/regional plans and industry accepted guidelines were
used as a basis for this investigation. The Nigel Reef has been extensively mined
on Sub Nigel. Pillar stresses were calculated using the tributary area formula for mining
depths of between 300 m and 600 m below surface.

The pillar strength was obtained from industry uniaxial compressive strength (UCS) values
and a generally accepted pillar strength formula proposed by Hedley and Grant. The pillar
strength and stress was used to determine the factor of safety for the layout. Stable panel
spans were calculated utilising the beam thickness and RMR system. An in-stope support
system was used in the design.

Pillars must be placed 2m above the gully in order to limit the potential damage atong the
gully shoulder due to the crushing and/or yielding of the pillar. Detailed planning should
be done in the next phase of design to determine the influence of off-reef regional pillars
e.qg. pillar sizes could be decreased in order to enhance yielding of pillars

6.3.4 Production Schedule

All the areas with a grade higher than 200 cmgft were identified and digitized from the
existing Sub-Nigel plans. The old areas that are under the water level were not included
as these areas are inaccessible. Water seals will be built to prevent water from the East Rand
Basin to enter 21 Level as this level will be equipped with services from 19 Level. A 9-year
Life-of-Mine (LoM) was calculated at approximately 96 000 m? per year. Due to modelling
problems, the average reserve grade has been applied to the annual production. Sub-Nigel
will produce approximately 20 000 t per month when in full production.

SRK Comments

SRK is of the opinion that the stoping at Sub Nigel will be done in the intermediate depths
below surface and that regional pillars should be investigated in a further phase of study for this
depth regime.

SRK considers that the proposed stoping width of 90 cm will be achieved with an allowance
of 3 cm for dilution from winch cubbies and gullies, for a tramming width of 93 cm.

Mineral Processing

8.5.1 Process Description

The scoping study assumed the construction of a new CIL plant that would provide the gold
recovery that typifies East Rand ores. The plant would include a single ball mill, operating
in closed circuit, with hydrocyclones, CIL adsorption, elution, electro-winning and smelting.
The plant would have a design capacity of 20 000 t/month to match the LoM requirements.
The plant was designed by MDM and vetted by MDS. Construction will take place under the
supervision of the experienced Aflease Gold team.

6.5.2 Metallurgical Recovery

The scoping study assumed a metallurgical recovery of 92%, which MDM claimed was
in line with other mining operations in the area.




6.6

6.7

6.8

6.9

6.10

In SRK's experience, recovery on East Rand operations is strongly dependent on the
specific reefs being processed as well as on the head grade of the plant feed. Based
on a head grade of around 4.0gft, recoveries on Black Reef are typically in the
region of 86% — 88%, whilst recoveries on Main and Kimberley reefs are typically around
93% — 95%. In the case of Sub Nigel the principal ore will be from the Main Reef or similar
Nigel Reef and recovery expectations in the region of 94% at the projected head grades
would seem to be reasonable. Furthermore, recovery is also a function of residence time.

The MDM scoping study does not specify the leach residence time. Comment can
accordingly not be made on leach residence adequacy, other than that leach residence
of 24 hours would be typical.

Manpower

The study indicated that 706 people would be employed at full production.

Infrastructure

Most of the services, roads and buildings already exist within the project area, and limited
refurbishment of these was provided for in the capital estimate. Mine and plant workshops needed
the provision only of tools and equipment. Laboratory services would be contracted out.

Tailings Dam

The study envisaged re-equipping the existing facility with new distribution piping and new tailings
feed and return line. New return-water pumps would be installed at the tailings dam. An overhead
fine would be installed from the plant substation to a mini-substation at the return-water pumps.

Capital Cost

The mine will make full use of the existing infrastructure and limited capital is required to upgrade
the shaft infrastructure, electrical reticulation, underground machinery and equipping, surface
engineering and surface infrastructure. The total capital requirement with 10% contingency
is R129,253 million, including the 20 000 ton per month plant and taitings dam,

The capital costs are shown in Table 6.1.
Table 6.1: Sub Nigel — Capital Cost Estimate

Description ZAR
Shaft Total 3541536
Surface Infrastructure 444 277
Underground Engineering 19 351 470
Surface Engineering 12842 013
Metallurgical Plant 35 000 000
Preproduction Costs 1 063 035
Closure Costs 10 000 000
Ongoing Capital 7 986 148
Estimated Expenditure in Current Values 110 242 331
Contingency (10% on selected items) 11 024 233
Total 129 252 712

There is nevertheless insufficient information in the study to enable SRK to assess these estimates
for reasonableness.

Operating Costs

6.10.1 Mining Costs

SRK has used the operating costs as provided in Aflease’s latest financial plans and is
shown in Table 6.2.
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Table 6.2: Sub-Nigel — Mine Operating Cost Estimate

Component Unit Cost
(ZARR)
Salaries 101,40
Stores and Materials 134,65
Electric Power and Water 20,15
Outside Contractors/Consultants 70,14
Other Costs 5,91
Total Modder East Operating Cost 332,25

The average LoM operating cost for all mining is ZAR 332/t. Sub Nigel is a brown-fields
project with an established infrastructure with an extensive on-reef foot print, this creates
the potential short lead time project. The infrastructure also contributes to the low operating

cost of R332/t with only limited development required.

6.10.2 Processing Plant

SRK has assumed a LoM operating cost ZAR 40/t, which is consistent with the costs

as explained in Section 5.6.2.




7. AFLEASE - HUMAN RESOURCES

7.1

7.2

Introduction

This section includes discussion and comment on the human-resources aspects associated with
the gold assets. Specifically, it includes information provided by Aflease on current organizational
structures and operational management, recruitment, training, productivity initiatives and
remuneration pclicies, industrial relations and productivity projections.

Organizational Structures and Operational Management

SRK has examined the propcsed organizational structure and operational management for the
gold assets. SRK is satisfied that the proposed structure, management and levels of technically
gualified and experienced personnel within Aflease and in support functions are appropriate for
the current stage of exploration and development for the gold assets.

7.2.1 Afiease Personnel

Key personnel within Aflease are:

Neal Froneman, PrEng, BSc{Eng)(Mech), BCompt — Chief Executive Officer (“CEQ")

Neal has spent 23 years in the mining industry with some of South Africa’s leading
gold-mining companies. He has been an executive director at Gold Fields of South Africa
Limited and Harmony Mining Limited. Neal has a proven track record in the area
of turnarounds and implementation of best-practices approaches. Neal was appointed CEO
of Aflease Gold Limited in January 20086.

Izak J Marais BSc(Eng)(Mining), MBA - Chief Operating Officer (“*COQ”)

Izak has had significant industry experience and was most recently Chief Executive Officer
of Sallies Limited, a JSE-listed company with fluorspar operations in South Africa. He has
a B.Sc. Engineering (Mining) from the University of Preteria {1991), a Mine Managers and
Mine Overseers. He sits on the Safety, Health and Environment Committee.

Christopher Chadwick, BComm(Hons), CA(SA) — Chief Financial Officer {"CFQ"})

Christopher joined Aflease as CFO of Aftease in July 2008. Christopher held executive
positions in a wide range of industries, both with local South African companies and
multinaticnals, before joining Aflease. Christopher qualified as a Chartered Accountant
in 1991.

Kenneth V Dicks — Non-Executive Director

Ken Dicks has a mine manager's certificates in metalliferous and coal mining. He is a former
nonexecutive director of Aflease Gold and Uranium Resources. He held several executive
positions in the Anglo American group. He chairs the Remuneration and Health, Safety and
Environment Committees and sits on the Audit Committee.

Jost Barenberg PrEng, BSc(Eng)(Mining), SA Mine Managers Certificate — Vice President
- Mining

Jost is a mining engineer with extensive production, technical and senior management
experience in base metal mining from 1977 to 1983 with Tsumeb Corporation Limited
in Namibia. His initial surface, shallow and deep level underground gold mining experience
was acquired at Gold Fields Limited in South Africa and Ghana from 1994 to 2003.
Jost joined the Uranium One group in July 2005 and was initially employed at the Dominion
Reefs Uranium Mine, before moving to Aflease Gold in June 2007.

Adrian Reynolds, Dip(Mech.Eng) — Vice President - Engineering

Adrian has 30 years' experience in the mining industry. His main specialties are project
development and project management, and he has experience in the South African and
West African environments. He was site manager for Randgold Resources at their Syama
and Morila gold mines in Mali. He was with SNGM as a director for three years before the
formation of Aflease in January 2006.
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7.2.2

Piet van Straaten, PrSciNat, B.Sc, MDP, Vice President - Geology and Exploration

Piet has 27 years' Witwatersrand experience. He worked as a Senior Geologist on
Buffelsfontein Gold Mine, and as Consulting Geologist on Loraine, Freddies, Steyn and
ERPM Gold Mines. He joined Harmony Gold Mine in 1983 as Section Head Geologist where
he successfully led geological valuation teams in due diligence exercises on Unisel,
Saaiplaas and Brand gold mines. These mines were subsequently incorporated into
Harmony. Piet was promoted to Group Consulting Geologist during 1995 on Harmony and
left in 1998 to pursue an expat career. He worked for a number of international mining
companies in the DRC and Angola over a period of seven years where he managed afluvial
and kimberlite diamond mines. Piet has now returned to his roots in his new capacity as
Vice President Geology and Exploration Manager for Aflease Gold.

Constultants

Aflease is using a number of independent consultants and design companies to carry
out a range of support activities. The East Rand exploration projects are managed by
Peter Camden-Smith and the Namibian exploration project by Hennie Veldsman, with
Charles Muller converting geological data into resources through geostatistics. The mine-
design activities are outsourced to Turgis Consulting (Pty) Ltd. Metallurgical design is
outsourced to Mineral Development Systems Limited and reviewed by Stuart Lawrence.
Environmental work is carried out by Prime Resources (Pty)} Ltd and Umhlaba Environmental
Consulting cc. The key consultants are:

Peter Camden-Smith, PrSciNat, MSc, GDE, MBL - Consulting Exploration Geologist

Peter has more than 25 years' experience in the Witwatersrand Basin and has worked
at various levels up to consultant geologist in the exploration, evaluation and mining of
Witwatersrand gold deposits.

Hennie Veldsman, PrSciNat, BSc - Consulting Exploration Geologist, Namibia

Hennie has 32 years' experience in the mining industry and has worked for companies
in South Africa, Namibia and Tanzania. He has extensive knowledge of base metals, gold,
uranium and titanium.

Charles Muller, PrSciNat, BSc(Hons) - Consulting Resource Geologist

Charles has more than 20 years' experience as a mine-and-exploration geologist in the
Witwatersrand Basin. For the past 12 years, he has concentrated on the geostatistical
evaluation of mineral resources.

Stuart Lawrence, BSc (Hons) SSAIMM - Consulting Processing Engineer

Stuart has good work experience.

Peter Theron, PrEng, BSc(Eng), GDE - Consulting Environmentalist, Managing Direclor,
Prime Resources (Pty) Ltd

Peter has over 20 years’ consulting experience in environmental management and impact
assessment. Recent work has been related to environmental legisiation and permitting,
environmental due-diligence investigations and environmental-risk assessments. Peter has
assisted Aflease with the environmental studies at Modder East, Holfontein and Turnbridge.

Andrew Nicholson, BSc(Hons), Post-Grad Dipl — Consulting Environmentalist, Member,
Umhiaba Environmental Consulting cc

Andrew has a varied working experience in the environmental area, including a period for
a Swedish environmental consulting firm and a three-and-a-half-year stint as game ranger
and lodge manager in Limpopo Province. He has worked for a number of environmental
consulting companies in South Africa and specializes in environmental sustainability.




7.3

7.4

Recruitment, Training, Productivity initiatives and nemuneration Folicies

Recruitment, training, productivity initiatives and remuneration policies are, in general, typical
of operating practices and strategies as implemented in the South African mining industry.

+ Training: Training initiatives have focused on the development of technical and managerial skifls
of senior and middle management;

* Productivity initiatives: Management continually reviews and implements various productivity
initiatives that reflect the operational conditions and remuneration policies in the individual
labour markets; and

» Remuneration policies: The labour rates are based on a gate-wage concept, in keeping with
the South African mining industry, and generally comply with industry-wide salary scales.
Employees can participate in production-related incentive schemes.

HR and Industrial Relations Policies

Aflease has a comprehensive set of conditions of service, which includes and covers the entire
HR and IR spheres. Aflease has advised SRK that its IR policies and plans are found in its
HR policies and adhere to the requirements laid down in the statutes dealing with, inter afia, labour
relations, basic conditions of employment, occupational diseases, workmen's compensation, mine
health and safety, employment equity and skills development.
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8.1

8.2

8.3

introduction

This Section includes discussion and comment on the technical-economic aspects of the LoM
plan for the Modder East project. Specifically, comment is based on projections, production
schedules, operating costs and capital expenditures. These have been compiled into detailed
technical-economic parameters (“TEPs’) on an annual basis. Key aspects associated with the
generation of the TEPs and their derivations are discussed.

Basis of Valuation and Technical-Economic Input Parameters

The valuation of the Modder East project as presented in Section 10 has been based on inter alia
the LoM plan, the resulting production profile and associated revenue streams from gold sales,
operating costs and capital expenditure profiles as provided to SRK by Aflease, reviewed and
adjusted where appropriate. The generation of a LoM plan requires substantial technical
contributions and detailed analysis. It is critically dependent on: assumptions of long-term
commodity prices and sustained operating expenditure and their effect on cut-off-grades; potential
expansion or reduction of the Mineral Resource and Mineral Reserve; and the return on capital
expenditure programmes.

Projections of operating costs for mature mining and industrial operations are generally based
on the previous financial year's performance, with certain maodifications for inflation, projected
improvements in productivity and other cost-reduction initiatives. For development projects,
TEPs are invariably based on recently completed feasibility studies.

Where warranted, following its independent review and after discussions with Aflease, SRK has
adjusted the operating costs to account for items identified during this review and discussed
in this CPR.

Unless otherwise stated, operating costs comprise:

+ Cash Cost Components: viz. direct mining costs, direct processing costs, direct general and
administration costs, consulting fees, management fees, transportation, treatment charges,
refining charges and profit sharing charges;

¢ The incremental components, including royalties but excluding taxes paid, required to yield
Total Cash Cost: Royalties in this regard exclude any potential new mineral royalties applicable
to the South African assets;

* The incremental components, including terminal separation benefits, reclamation and mine-
closure costs (the net difference of the total environmental liability and the current trust-fund
provision) but excluding non-cash items such as depreciation and amortization. Incrementally,
these cash expenditures summate to vield Total Working Costs; and

» Total Costs: the summation of total working costs, net movement in working capital and capital
expenditure.

The LoM capital expenditure programmes for the Modder East project include sufficient detail for
the start-up capital requirements. Treatment of the environmental-closure provisions has been
changed to reflect practice accepted by the DME and takes cognisance of the value in the
rehabilitation trust fund. SRK considers that there will be opportunities to realize salvage values on
closure, although owing to the indeterminate nature of such values they have been excluded from
the LoM projections included herein.

Separation benefits have been added to account for reductions in personnel during the mine life.

Technical-Economic Parameters

The TEPs for Modder East have been provided to Aflease for confirmation of cash-flow projections
and include:

* Commodity-production profiles;

» Total working-costs profiles as previously defined; and

» Capital-expenditure profiles.
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1 July 2006 constant money terms.
Table 8.1: Modder East TEPs at 1 July 2008 (Real terms) Calendar Year
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Total
Milled Gold Working Total
Tonnage Recovered Costs Capex expenditure
{kt) {koz) (Rm) (Rm) (Rm)
2008 0,0 0.0 182,9 3259 508.8
2009 100,5 229 163,4 157,0 3204
2010 969,4 180,3 3570 129,6 486,56
2011 1367,5 2379 365,6 6,1 3717
2012 1258,7 184,4 321,9 6.1 328,0
2013 1269,8 180,6 328,3 6.1 3344
2014 1 209,3 1477 306,9 6,1 3130
2015 1 166,5 130,2 2951 6,1 301,3
2016 3194 32,0 120,7 8.1 126,8
2017 0.0 0,0 2.3 0,0 2,3
Total 7 661,2 1116,0 24442 649,2 3093,3

The total milled tonnage of 7,7 Mt in Table 8.1 is derived from:
¢ BPLZ milled tons;

» Kimberley Reef & Channel Facies milled tons;
* Ledging;

* On-reef development.

Production profiles of the ore milled are shown in Figure 8.1.
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Figure 8.1: Production Profile — Ore Milled by Reef Type
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9.1 Introduction

This section includes historical and forecast data on the macro-economic and commodity-price
environments in which the mining assets are operated. Historical data have been compiled from
various sources and are generally presented in calendar years up 10 30 June 2008, Forecast data
are based on the two-year London PM gold-price fix. Forecast data are presented in financial years
ending 30 June from 1 July 2008.

9.2 Historical and Forecast Data

Figure 9.1 presents the relevant historical and forecast macro-economic parameters (CPl and
exchange rates against the USD) for South Africa, and Figure 9.2 presents the historical
and forecast gold price in USD/oz). Table 8.1 presents a summary of those data.
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Figure 9.1: Historical and Forecast Macro-economic Data
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Figure 9.2: Historical and Forecast Gold Price Data
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Year Gold Price (1 July 2008 terms)
ZAR:USD {USD/oz) {ZAR/kg)
Historical
2003 7,80 420,91 105 554
2004 7,80 463,82 116 314
2005 7.80 489,97 122 872
2006 7,80 642,29 161 070
2007 7,80 716,16 179 594
2008 7,80 872,05 218 687
Future
2008 7,80 882,35 221271
2009 7.80 805,15 201 911
2010 7.80 735,72 184 499
2011 7,80 672, 168 749
2012 7,80 650,00 163 003
2013 7,80 650,00 163 003
2014 7,80 650,00 163 003
2015 7,80 650,00 163 003
2016 7,80 650,00 163 003
2017 7.80 650,00 163 003

SRK understands that Aflease has not entered into any forward gold sales or hedging contracts.

Special Factors

At the time of writing, SRK considered the projections of the LoM plan for Modder East to be
technically and economically achievable.

There are risks and/or opportunities that may affect the cash flows presented in Section 11.
The possible effect of one or more risks and opportunities cannot be quantified to present
a meaningful assessment. However, SRK has provided sensitivity tables for single parameters,
which cover the anticipated range of accuracy in respect of commodity prices, operating
expenditures and capital expenditure.

9.3.1 General Risks and Opportunities

The gold assets are subject to inherent risks that apply to some degree to the entire South
African mining industry, These include:

Commodity-price fluctuations: These may be influenced by supply and demand for
jewellery, views on international political risk and the effect of the availability and price
of crude oil, the relative weakness of the US economy and the continued strength of the
Chinese market;

Exchange-rate fluctuations: Specifically related to the relative strength of the US dollar,
the currency in which commodity prices are generally quoted,;

Inflation-rate fluctuations: The South African Reserve Bank's inflation-targeting approach
to monetary policy has provided relative stability in inflation and interest rates during the
short term;

Country risk: Specific country risk includes political and economic stability in the long
term;

Legislative risk: changes 1o legislation (tenure, mining activity, labour, health and safety
and environmental) in South Africa;
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development of economic feasibility studies to bankable standards and associated
uncertainty of outcome;

* Environmental-liability risk: The inability of the gold assets to fund their environmental
liabilities from future cash flows, should operations cease before the stated LoM; and

* Mining risks: Specifically Mineral Reserve estimate risks, uninsured 'risks, industrial
accidents, labour disputes, unanticipated groundwater conditions, human-resource
management, health-and-safety performance (including the impact of HIV/AIDS).

9.3.2 Operational Specific Risks and Opportunities

The gold assets are subject to additional risks and opportunities that independently may not
have a material effect but in combination may do so. These are:
Risks:

Historical liabilities at the sites and the social and fabour trust-fund requirements
of the MRPDA may be underestimated, but these can be managed during the life of the
operations.

Opportunities:

» Should the potential of the Kimberley Reefs at Modder East and extensions to the Black
Reef be increased, the life of the operations could be extended; and

» Further test work may show that the metallurgical recovery for Black Reef ore can
be increased.




10, AFLEASE: GULL ASSETS VALUATION

10.1 Introduction

The following section presents discussion and comment on the valuation of Aflease.
Specifically, comment is included on the methodology used to generate the financial model for the
Modder East and Sub-Nigel projects and establish a base case including basis of valuation,
valuation techniques and valuation results:

10.2 Valuation Method

This section presents discussion and comment on the technical review of the following Aflease
gold assets:

* Modder East;
e Sub Nigel, and
¢ The exploration properties.

10.2.1 Limitations

The achievability of LoM plans, budgets and forecasts is neither assured nor guaranteed
by SRK. The forecasts as presented and discussed herein have been proposed by mine
management and staff and have been adjusted where appropriate by SRK. The forecasts
cannot be assured as they are based on economic assumptions, many of which are beyond
the control of Aflease and SRK. Future cash flows and profits derived from such forecasts
are inherently uncertain and actual results may be significantly more or less favourable.

At the time of publication of this report, SRK has no reason to believe that any material facts
have been withheld or that it has not been provided with all material information.

Reliance on information

SRK believes that its opinfion must be considered as a whole and that the selection
of portions of the analysis or factors considered by it, without considering all factors and
analyses together, coutd create a misleading view of the pracess underlying the opinions
presented in this document.

The derivation of a technical review is a complex process and should not be subjected
to partial analysis or summary. The technical review in this report is effective at 1 July 2008
and is based on information provided by Aflease Gold throughout the course of SRK's
investigations, which in turn reflect various technical-economic conditions prevailing at the
date of this report.

Site visit and analysis of information

Inspection visits to the mine, processing facilities, surface structures and associated
infrastructure were undertaken during July 2008, followed by discussion and enquiry with
key on-mine personnel. Forecast planning and scheduling information was analysed,
together with associated costs and capital assumptions.

In consideration of all financial (financial statements and financial position at the technical-
review date} and legal (tenure and mineral rights) aspects relating to the assets under
review, SAK has placed reliance on the managers and staff of the assets.

10.2.2 Compliance

This report has been prepared using the guidelines of the South African Code for the
Reporting of Mineral Asset Technical review (“the SAMVAL Code”) - 2007 Edition.

Competent valuator

Ebrahim Takolia is the Competent Valuator in terms of the SAMVAL Code. He is a specialist
in mineral economics and technical reviews and has been involved in many projects that
mine a diverse range of metals using various mining methods. Ebrahim is a member in good
standing of:
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* The Investment Analysts Scociety of Southern Africa; and
* The UK Securities and Investment Institute (*MSI").

Table 10.1: Technical Review Approach

Technical
review Exploration Development Production Defunct
approach properties propertles properties  Dormant properties properties
Economically  Not
viable viable
Cash Flow Not generally Widely used Widely used Widely used Not Not
used generally generally
used used
Sales Widely used  Less widely Quite widely Quite widely  Widely Widely
Comparative used used used used
Cost Quite widely Mot generally  Not generally Less widely Quite widely
used used used used used

Source: The SAMVAL Code.

Based on the technical-review approach (Table 10.1), the technical-review methodology
employed for each of the assets in provided below:

* Modder East — Cash Flow (Primary Approach) and Sales Comparison (Secondary
Approach};

¢ Sub Nigel - Cash Flow {Primary Approach} and Sales Comparison (Secondary Approach);
e Exploration properties — Cost Approach and Sales Comparison (Secondary Approachy).

The Modder East and Sub Nigel Mines have significant, detailed cost and capital
information specific to the geographic and economic locality of the assets, which is why the
cash-flow approach is the most appropriate one.

The greatest certainty for the exploration assets is the amount of expenditure already
incurred, which is why the cost approach is the most appropriate one. Several of the
projects are either in their early stages of exploration (Etendeka in Namibia) or insufficient
knowledge of the ore bodies coupled with marginal economics (Sub Nigel 6/MWest
Vlakfontein) excludes them from being defined as a Mineral Resources. This situation could
change when the planned exploration programme is concluded.

10.2.3 Technical-review Basis

The assumptions on which the technical review is based include:

¢ All assumptions in 1 July 2008 money terms;

¢ A base-case discount rate of 10,5%. Associated real Net Present Values ("NPV")
at variations above and below this rate from 3% to 18% are also provided;

+ Discounted cash-flow ("DCF"} techniques applied to post-tax pre-finance cash flows
(commencing 1 July 2008 and reported in financial years ending 31 December) derived
from the underlying LoM plans;

* Royalties on revenue consistent with relevant legislation (3% of Earnings Before Interest
and Tax ("EBIT));

* A corporate tax rate of 28%, which can be offset against assessed losses and capital
expenditure; and

« Performed sensitivity analysis to ascertain the effect of discount factors, geold prices, total
cash costs and capital expenditures.

The post-tax pre-finance cash flows presented for each mining asset incorporate the macro-
economic projections and gold-price projections in this report.

For each operating entity an FM has been developed, the results of which are presented
in this report. The FMs presented in nominal terms are based on annual cash-flow
projections determined at end-peint (3t December of each year).




10.2.4 Reliance on Technical Information

The following persons, in good standing with the relevant professional bodies, have
contributed to this technical review:

e SAMREC-compliant resource statement; Mark Wanless (geologist, MGAIMMY};

e Mine planning and scheduling: Nick MacNulty (mining engineer, MSAIMMY}; and

¢ Collin Hey, PrEng {mining engineer, FSAIMM).

10.3 Sales Comparison Approach Sample

Table A1 in Appendix 3 provides details of recent transactions in the gold industry, which will
be used to determine the transaction price per Mineral-Resource ounce for the sales-comparison
technical review approach.

10.4 Operating Parameters
Table 10.2 and Table 10.3 show the financial parameters and the working cost parameters used
in the evaluation of the assets.

Table 10.2: Financial Parameters

Material property Assessed Unredeemed  Corporate
loss Capex taxation
{(ZARm) {(ZARm) (%)
Modder East 0,5 284 28
Sub Nigel - - 28

Table 10.3: Working Capital Parameters

Material property (Units) Debtors Creditors Stores
Modder East

Balances at 1 July 2008 (ZARm) - 24* -
Days {(No.) 7 30 30
Sub Nigel

Balances at 1 July 2008 {ZARmM) - - -
Days {No.) 7 30 30

* Assumption based on 30 days for payment for capital creditors.

10.4.1 Modder East — Cost Analysis

Aflease has provided base case costs for steady-state production of ZAR 206/t mined and
ZAR 40/t ore processed for long-term forecasts. Since costs at the mine are actively
managed, those costs are achievable but may increase because of real-cost-push
inflationary pressures. Accordingly, sensitivities that reflect the effect on NPV of an increase
in cost (0% to 30%) and a decrease (0% to 3%) are presented in Table 10.4.

Table 10.4: Modder East Cost-Sensitivity Analysis — Base Case Discount Rate

Change in cash costs (%) -3% -2% -1% 0% 10% 20% 30%
Mining and processing costs {(ZARN) 237 239 242 244 268 293 317
Real NPV @ the base case discount rate

{(ZAR mitlion) 1323 1312 1301 1289 1177 1064 950

The ZAR/kg gold costs are a function of the grade, which starts at 9,93 g/t and decreases
to 4,00 g/t by the end of the LoM (Figure 10.1).
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